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Audit Procedure for the Junior Principles of Bookkeeping 
Audit Clerk by J. R. M. Wilson 
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E. S. La Rose (1947) 51 pp. ........ 50 J. A. McColl (Mar. 1950) 6 pp..... 


Examination Papers 


1946, 1947, 1948, 1949, Intermediate and Final 
1950, 1951, 1952, Intermediate and Final 


Examination Solutions 


Volume VII (problems and solutions) ...................000. -50 each 
Volumes IX, X, XI XII (solutions only) 
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The Auditor’s Report 
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Binding Folder for Research Bulletins 


The Canadian Institute of Chartered Accountants 


10 Adelaide Street East Toronto, Ont. 
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“MORE THAN PAID FOR ITSELF 
IN THE FIRST YEAR™ 


Mr. D. L. Foster. 


Says- 

Mr. D. L. Foster, 

Chief Accountant, 
Farrington Manufacturing 
Co. Ltd., 1191 Bathurst St.. 
Toronto. Ontario, 

in writing about their new 


LOW-PRICED 


Operator in Farrington Manufacturing Co. Ltd., using 
National Low-Priced Desk Model Bookkeeping Machine 


Calional Desk Mode! Bookkeeping 


Machine 


“Before we purchased our National Desk Model 
Bookkeeping Machine.” writes Mr. Foster, “we 
required two employees to handle our Accounts 
Receivable during peak periods. Now, a single 
operator is able to perform this work—and 
the same time handle our sales distribution. 


“The primary advantage of this machine is that 
it enables us to get our statements out for 
mailing not later than the 3rd or 4th of the 
following month. Secondly, we are distributing 
our large sales classification on the machine, 
which provides us with a control of dollar values 


and sequence of invoice numbers. 


“Due to the saving in posting time, our operator 
is able to check invoice extensions, distribute 
commissions and sales, and prepare deposits, 
with an operation involving 7,000 to 8,000 
invoices per year. 


“We feel that, with the small investment re- 
quired, our National Desk Model Bookkeeping 
Machine has more than paid for itself in the 
first year.” 


You. too. can enjoy these highly 
profitable advantages with the Na- 
tional System. Simply send us the 
coupon belou well be glad to 
give you full details—without obli- 
gation, 


Cash Registers Adding Machines 


Accounting Machines 


MAIL THIS COUPON TODAY 


The National Cash Register Co. of 
Canada Ltd. 
222 Lansdowne Ave., Toronto, Ontario. 


[) Please have your nearest salesman 
demonstrate the National Desk Model 
Bookkeeping Machine in my office. 


| Kindly send me a copy of your 
FREE booklet “‘How to Save Money 
on Your Bookkeeping.” 


Name 
Firm Name 
Address 
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Developing An Investment Policy 


Chartered accountants responsible for develop- 
ing an investment policy for corporation and 
institutional funds are invited to use the 
statistical and analytical services supplied by 
our organization. 


When investing personal funds, the same 
services are at your disposal. 


An enquiry to any of our offices will bring 
prompt attention to your investment problems. 


Stock Exchange Orders Executed 


Wood, Gundy & Company 


Limited 


Toronto Montreal Winnipeg Vancouver Halifax 


Quebec Ottawa Hamilton London, Ont. 
Kitchener Regina Edmonton Calgary 
London, Eng. Victoria Chicago New York 





Security... 


One of the best sources of security and 
contentment is your money in the bank. 
It is never too early to start a savings 


account. 


THE BANK OF NOVA SCOTIA 
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Here at last is an accounting machine so swift, so 
efficient, so simple to operate, that it brings bigger savings 
to every job—does all jobs with unerring accuracy! 


The Sensimatic’s amazing effort-free speed comes from its 
exclusive sensing panel or “mechanical brain” that automatically 
directs it through every accounting operation. Its superior 
design makes the operator’s work easy. There is less 

to do—less to learn. Automatic controls, continuous visibility 
of work in progress, and complete keyboard control, 

reduce operations and chance of error—provide 

peak production on every accounting job. 

Get the facts today about Sensimatic’s astonishing 

record of low-cost, high-speed operation! Call 

the Burroughs office nearest you. It’s listed in the 

yellow pages of your telephone book. Burroughs Adding 
Machine of Canada, Limited, Windsor, Ontario. 


CHANGE JOBS 
INSTANTLY ...ata 
turn of the job selector 
knob. Any four differ- 
ent accounting oper- 
ations controlled by 
one sensing panel. Any 
number of panels can 
be used, so there’s no 
limit to the jobs a 
Sensimatic will do. 





WHEREVER THERE'S BUSINESS THERE'S | Burroughs 
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New money-saving way to post accounts receivable 


Posting accounts payable is also easier 
and surer with the McBee Ledger 
Poster 


It’s the McBee Ledger Poster, devel- 
oped by the makers of modern, sim- 
plified record-keeping systems like 
Keysort and Unit Analysis 


With the Ledger Poster, your state- 
ments can’t go haywire (and draw 
snarls from customers), invoice figures 
can’t get posted improperly on journal 
or ledger, wrong amounts can’t be 
transposed or figures miscopied. 


In a single writing, amounts are en- 


$6950 


is all you pay for the McBee 
Ledger Poster. Forms, in stock or 
printed to your order, are extra. 


tered on three records’ a) the state- 
ment itself, b) the accounts receivable 
journal and c) the permanent accounts 
receivable ledger Specially trained op- 
erators are not necessary Forms are 
specially designed to fit your require- 
ments, 


An exclusive McBee feature permits 
easy insertion of ledger cards, makes 
the Ledger Poster easy to operate 
quickly and accurately. 


The McBee representative near you 
can quickly demonstrate the advan- 
tages of this modern, flexible way to 
speed paper work . a system already 
being adopted by hundreds of firms in 
every kind of business. 


Ask him to drop in. Or mail the 
coupon below 


pea THIS COUPON TODAY = me me meme ang 


THE McBEE COMPANY, LTD. 
11 Bermondsey Road, Toronto 13, Ont. 


Please rush me free brochure explaining the 
McBee Ledger Poster and Payroll Poster. 


K3 





THE McBEE COMPANY, LTD. 


Sole Manufacturer of Keysort—The Marginally Punched Card 
11 Bermondsey Road, Toronto 13, Ont. 
Offices in principal cities 


Name. 

Firm No. of statements 
Address 

centro sncipealereaiaic 


ee ce Se as es as es sc ce as es a 











(vi) THE CANADIAN CHARTERED ACCOUNTANT 





cost accounting 


Just ONE Punched Card for payroll plus labor distribution 


quality control 


As a by-product of their punched-card 
payroll system, many manufacturers con- 
trol production and hold down re-work 
and spoilage costs! 

The same basic job card that prepares 
their payroll is used for automatic com- 
pilation of cost figures for Labor Distri- 
bution. Inspection rejections are known 
to management daily, and as a result, 
preventive measures may be exercised 
during production rather than after com- 
pletion of jobs. 

This is just one example of how you 







can cash in on the multiple-use potential —p-, 

of Remington Rand Punched-Card Ma- (Boosh) "p01 Peis 

chines. Your clerical saving on payroll tae neha Several 

alone may very well pay for the many ay “. Po ae 

extra facts, figures and summaries your io or ie gi — 
oronto ‘ ¢ 


business needs to cope with current con- 
ditions. Ask (ima 


“ , “joan ae ee ‘ 

Kea yaasregglore ‘REMINGTON RAND? * 
, Punched-Card Accouniiog 

THE FIRST NAME iy WOOe orth 

IN BUSINESS ELECTRONICS Susumu : 
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because 
Sundstrand finishes your figure 
work by eS every day! 






Your clients will thank you for recommending Sundstrand Accounting 
Machines because they can leave their offices by five every day — con- 
fident that the Accounting Department is up to the minute. 


The truly versatile Sundstrand, recognized for its speed, simplicity and 
operating ease, gives your clients day-by-day accounting control and 
eliminates all month-end peaks. Work in balance every day is up to 
date at the month-end — when it counts. 


Both you and your client will benefit if you let the Underwood Sund- 
strand sales representative help, you make the next recommendation. 


Underwood Sundstrand 


ACCOUNTING MACHINE DIVISION 


Underwood Limited 


135 VICTORIA ST. TORONTO 
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Your clients want to look at their 
records — not for them. 


RECOMMEND VISIBLE RECORDS 
The 


LUCKETT LOOSE LEAF LIMITED 
11-17 Charlotte St., Toronto 





CHARTERED 
ACCOUNTANT WANTED 
Position for charatered accountant with 
firm practising in a Saskatchewan city 
with prospect of partnership in the 


near future. Apply Box 344, The 
Canadian Chartered Accountant, 10 
Adelaide St. E., Toronto, Ont. 





POSITION WANTED 


Recently graduated chartered account- 
ant, having university degree in Com- 
merce, desires industrial or other posi- 
tion in eastern Canada, preferably in 
the Maritimes. Apply Box 346, The 
Canadian Chartered Accountant, 10 
Adelaide St. E., Toronto, Ont. 


PRACTICE FOR SALE 
Public accounting practice in Vancou- 
ver, offices in best business block, gross- 
ing around $28,000 per year from ac- 
counting and auditing. Reply to Box 
347, The Canadian Chartered Account- 
ant, 10 Adelaide St. E., Toronto, Ont. 
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SWEETNESS 
and 


LIGHT 





By Jay Vee 


The Shape of Things to Come 
Recent news item:— 

A national group of grocers plans a ‘new 
look” in advertising. Each ad will feature a 
currently popular fashion that will be fully 
illustrated on the page and serve as the focal 
point of the ad. Food items to be advertised 
will be held to a minimum. ... In this way 
the housewife will be able to “keep in style” 
—in dress and in her food purchases. 

No doubt grocers from San Francisco 
to St. John’s are now giving three cheers 
for the bright person who dreamed up 
this idea. “What an angle! What pos- 
sibilities!” they are probably saying to 
themselves. 

One week they might show a full 
length picture of Doris Day all dressed 
up to go shopping and describe her 
tweed suit: Little checks in colours of 
sugar and spice, the brown and white 
that invites the addition of honey or 
mocha details. Then having planted 
the bait, they could move in and spring 
the trap: Why not complement your 
brown outfits by serving our delicious 
mocha cake to your bridge foursome? 
And while we are in the waggish mood, 
have you checked your sugar supply? 


Or, for a switch, some sophisticated 
provisioner might take a fancy to a model 
in Harper's Bazaar. You, dear reader, 
would likely describe her as just a classy- 
looking doll in a fur coat. But by the 
time she emerges on a full page of 
Thursday night’s paper she will have be- 


con 


gan 
in | 
the 
giv 
be 

COH 
our 


hat 


all 


us 
wit 


“ne 
kn 
lad 
eve 
the 
wo 


she 
ma 











THE CANADIAN CHARTERED ACCOUNTANT (ix) 


come: A tone poem in the lustrous ele- 
gance of Persian lamb. Discreetly placed 
in the bottom right-hand corner will be 
the sponsor's message: Have you ever 
given any thought to what lining should 
be under a lamb coat? We mean, of 
course, when it is still on the lamb. Try 
our tender chops and find out what you 
have been missing. 

Yes, it sounds like a sure-fire idea, 
all right, but somehow something tells 
us that our grocer friends are playing 
with fire. 

Do they know that there is a new 
“new look” in style this year? Do they 
know that Vogue is busy telling the 
ladies, “The shape’s the news, the shape’s 
everything—a single willowy curve along 
the whole torso. One button too many 
would only blur the effect?” 

If one button too many will spoil the 
shape, just think what one calorie too 
many will do! We all might as well 
face it. No self-respecting woman is 
going to look at the girlish slenderness 
of fashion models in one food advertise- 
ment after another and then load up her 
shopping basket with lamb chops and 
potatoes. Not when even her grocer is 
promoting the new ‘‘peeled-clean’”’ figure! 
She will take the advice of the experts 
and use her will-power to turn on her 
won't-power — won't eat so much and 
won't buy so much. 

Of course the forgotten party in this 
drastic turn of events is milady’s husband 
who will be expected to forego his fav- 
ourite pie in order to keep her company 
(and because she thinks his waistline 
could also do with a little trimming). In 
happier days he was proud to call him- 
self the family’s breadwinner. Now his 
wife refuses to put bread on the table 
because it is too fattening. Oh well, he 
can hope for compensation some day. 
Sooner or later the grocers are bound to 
feature Marilyn Monroe and when they 
do, what should he care about food? 
After all, any man will gladly do with 
less than three square meals a day for 
a dish like Ja Monroe! 





OPPORTUNITY 
for 
CHARTERED ACCOUNTANT 


Rapidly growing electric and gas 
utility with head office in Regina has 
opening for chief accountant. Excel- 
lent fringe benefits including excep- 
tionally attractive pension plan. 
Apply under confidential cover giving 
full details of qualifications and ex- 
perience to:— 


F. Copithorne, Comptroller, 
Saskatchewan Power Corporation, 
Regina, Sask. 


CHARTERED 
ACCOUNTANT REQUIRED 


Toronto, Ontario, practising chartered 
accountant requires the services of a 
chartered accountant to assume _ the 
duties and responsibilities of conduct- 
ing widely spread out and varied prac- 
tice. Starting salary between $5400 
and $6000 per year and including fringe 
benefits, depending on _ experience, 
training, and inherent qualities. Appli- 
cations should be made in applicant’s 
own handwriting, stating qualifications 
and past experience as well as any other 
pertinent information. Box 348, The 
Canadian Chartered Accountant, 10 
Adelaide St. E., Toronto, Ont. 





POSITION WANTED 


C.A., age 29, wishes to associate with 
Toronto C.A. or small firm of chartered 
accountants. Box 349, The Canadian 
Chartered Accountant, 10 Adelaide St. 
E., Toronto, Ont. 





POSITION WANTED 


Chartered accountant, age 29, with di- 
versified experience in Northern On- 
tario, seeks position with small firm or 
individual practitioner offering possi- 
bility of partnership to the right man. 
Location immaterial. Box 350, The 
Canadian Chartered Accountant, 10 
Adelaide St. E., Toronto, Ont. 












THE CANADIAN CHARTERED ACCOUNTANT 


Your Clients can save time 
and money by printing 
their own business forms 


The new Multigraph 1250 will cut your clients’ printing 
costs by faithfully reproducing photographs, half-tones, 
line drawings and hand-lettered, typewritten or typeset 
copy—in black or color. One semi- 
skilled girl can now prepare a Multilith 
Sensitized Master and quickly print up 
to 6,000 copies per hour—each copy a 
sharp, clear "original". Contact our 
local A-M branch—or write Dept. 50 
for illustrated literature. 


ADDRESSOGRAPH-MULTIGRAPH 
OF CANADA LIMITED 
Sales beeeaemaes eae: Canada 






Publication Announcement 


A STANDARD CLASSIFICATION of 
MUNICIPAL ACCOUNTS 


By the National Committee on Governmental Accounting 





This is a new book which is a revision of the National Committee's 
earlier publication, A Standard Classification of Municipal Revenues and 
Expenditures. The latter publication dealt solely with revenue and 
expenditure accounts and was limited to United States municipalities. 
The new book contains not only revised revenue and expenditure 
account classifications, but also a recommended classification of balance 
sheet accounts with explanations. In addition, it also contains a classi- 
fication of balance sheet accounts and revenue and expenditure accounts 


for Canadian municipalities. 
140 pages — Hard Bound — Price $3.00 
Order Your Copy Today 
MUNICIPAL FINANCE OFFICERS ASSOCIATION 


of the United States and Canada 
1313 EAST 60th STREET CHICAGO 37, ILLINOIS 
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Accounting Efficiency 


depends greatly on accessibility of records. Their 
preservation from Fire and Theft can only be assured 
in a reliable safe or vault. 


Consult us as to the type of safe protection 
advisable for you or your client. 


J.6cJ. TAYLOR Limite 
ToRONTO SAFE works 


TORONTO - MONTREAL - WINNIPEG - VANCOUVER 








PLAXTON & COMPANY 


Barristers and Solicitors 


Suite 1207, 320 Bay Street - - - Toronto 1, Ont. 





SMITH, RAE, GREER, SEDGWICK, WATSON & THOM 
Barristers and Solicitors 


50 King Street West - - . Toronto 1, Ont. 


STAPELLS, SEWELL, STAPELLS and BRUCE 
Barristers and Solicitors 


112 Yonge Street - : - . Toronto 1, Ont. 


ROSS & ROBINSON 
Barristers and Solicitors 


Canadian Bank of Commerce Chambers : - Hamilton, Ont. 


PITBLADO, HOSKIN, GRUNDY, BENNEST & DRUMMOND-HAY. 
PITBLADO, HOSKIN, McEWEN, ALSAKER, HUNTER & SWEATMAN 
Barristers and Solicitors 
Hamilton Building, 395 Main Street - - Winnipeg, Man. 


CAMPNEY, OWEN, MURPHY & OWEN 
Barristers & Solicitors 


744 Hastings Street West - - - Vancouver 1, B.C. 
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Accounting and Allied Subjects Taught 
TO C.A, STUDENTS 


desiring to obtain a fresh, clear viewpoint on subjects which are causing trouble 
on examinations. 
TO CLIENTS’ STAFF MEMBERS 


when principal or employee is anxious to improve “know-how” and efficiency in 
the office. 

BY SHAW DAY AND NIGHT SCHOOLS 

for those in the more elementary stages who prefer classroom instruction in 

Toronto. 

BY SHAW CORRESPONDENCE SCHOOL 

for those capable of taking rapid strides by the home-study method. 


SHAW SCHOOLS have become familiar with and in many cases taken a leading part 
in the shaping of the educational plans of the Accounting, Secretarial and Banking 
Associations of Canada. 

Outline YOUR problem by telephone or letter. 


SHAW SCHOOLS, Dept. CA, 1130 Bay Street, Toronto - Kingsdale 3165 


STIKEMAN & ELLIOTT 
Barristers and Solicitors 


505 Bank of Canada Building - : Montreal 1, Que. 


BORDEN, ELLIOT, KELLEY, PALMER & SANKEY 
Barristers and Solicitors 


25 King Street West - - - - Toronto 1, Ont. 


DIGNAN & MORTON 
Barristers and Solicitors 


Bloor Street & St. Clarens Avenue - - Toronto 4, Ont. 


H. MEYER GOODMAN & WOLFE D. GOODMAN 
Barristers and Solicitors 


88 Richmond Street West : - . Toronto 1, Ont. 


Seto, BUSINESS FORMS “west 


Save costly hours of unnecessary handling 













with "Custom Built'’ snap-out carbon forms 
in every style for any job. 


Write or phone 


= 


680 Bay St. 
DIAL 3-2233 EM. 3-0106 
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ENQUIRY: EM. 4-6481 
TORONTO 'PHONE ORDER: EM. 4-8311 





LOOSE LEAF SYSTEMS 7 
DO THE JOB BETTER! yy, 


ore Vee dey ce 


ACCOUNTING 
and 


RECORD FORMS 


Made to Your Specifications 





Grand & Toy gives careful 
attention to every detail. 
You have a full choice of 
processes—letterpress print- 
ing, photo-lithography, rul- 
ing, etc., plus all bindery 





To recommend Luckett's Loose Leaf busi- services. 
ness forms means less cost to your cli- 
ents. Full range of columnar sheets and [FRAN D R ToY LIMITES 
special business forms available. Large sans Sg ap Aa atacand 
variety of bindings. At your stationer's. 6-14 Wellington Street West 
THE 332 Bay St. 115 Yonge St. 
LUCKETT LOOSE LEAF LIMITED ee oe ee 

11-17 Charlotte St. Toronto 








DUQUET & MACKAY 


Barristers and Solicitors 


360 St. Jumes Street West : - - Montreal 1, Que. 





LEMAY & ROSS 


Barristers and Solicitors 


132 St. James Street West Montreal, Que. 





McMICHAEL, COMMON, HOWARD, KER & CATE 
Barristers and Solicitors 


Royal Bank Building - . - - Montreal 1. Que. 





PHILLIPS, BLOOMFIELD, VINEBERG & GOODMAN 


Barristers and Solicitors 


464 St. John Street - - : : Montreal 1, Que. 
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Capital for Industry 


Providing capital funds for growing Canadian industries 
is an essential service performed by the corporate under- 
writer. Our underwriting department has been closely 
associated with the growth and expansion of the Can- 
adian economy over the past thirty years and has origin- 
ated and participated in numerous representative issues 
of corporate securities. 


Our services are always available without 
obligation to members of the accounting profession. 


Gairdner & Gompany Limited 


i 320 Bay Street, Toronto 
EMpire 6-8011 

Montreal Quebec City Hamilton Calgary 

Distributors Kingston Kitchener London Winnipeg 
New York City 


STEWART, SMITH, MACKEEN, COVERT, ROGERS, 
SPERRY & COWAN 


Barristers and Solicitors 


Roy Building - . . - . Halifax, N.S. 





McDONALD, JOYAL, FOGARTY & MILLS 
Barristers and Solicitors 


53 Queen Street - : - - Ottawa, Ont. 


QUAIN, BELL & GILLIES 
Barristers and Solicitors 


56 Sparks Street . - . - Ottawa, Ont. 


DIXON, CLAXTON, SENECAL, TURNBULL & MITCHELL 
Barristers and Solicitors 


Bank of Canada Building - : - Montreal 1, Que. 























Photo by Karsh, Ottawa 
Mr. WALTER JAMES MACDONALD, M.C., M.M., F.C.A. 


President. The Canadian Institute of Chartered Accountants, 1953-54 
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COMMENT AND OPINION 


Walter J. Macdonald 

_ NEW president of the C.I.C.A. 

is the sixth of the Institute’s 49 
presidents whose surname commences 
with the prefix “Mac” or “Mc”, and 
the first of that description to succeed 
another of the same, viz Mr Lorn Mc- 
Lean, immediate past president of the 
C.1.C.A. We have always been at a loss 
to understand the fine distinction be- 
tween the prefixes Mac and Mc, not to 
say that between MAC and Mac, to 
which so much importance is attached 
by those entitled to them, William 
Shakespeare (“A rose by any other 
name .. .”) to the contrary notwith- 
standing. David Hume, on being in- 
formed by his housekeeper in a state of 
indignation that some urchins had chalk- 
ed the words “St. David's Street’’ on 
the side of his house, replied ‘Ach wo- 
man, dinna worry, mony a better mon 
than me’s been called a saint before this.” 
But though a Scotsman and a philoso- 
pher, Hume was perhaps better qualified 
to pose as an authority on the pronuncia- 
tion of Scottish names (his own was 
pronounced “‘home’’) than on the sanc- 
tity of prefixes to Scottish names (or, for 
that matter, on the prefix of sanctity to 
his own). 

Mr. Walter J. Macdonald, Glaswegian 
born and bred, followed the path which 
so many of his compatriots have trod be- 
fore him. It led him to Canada and to 
the profession of public accounting, and 
in both he has attained eminence. His 


record in the First Great War was one 
of rare distinction. Enlisting in the 
44th Canadian Infantry Battalion he serv- 
ed from 1915 to 1918, emerging with the 
rank of captain and with the award of the 
Military Medal, the Military Cross and 
a Bar to the Military Cross, and he was 
also Mentioned in Despatches. Admitted 
as a member of the Manitoba Institute 
in 1915, Mr. Macdonald recommenced 
his professional career after demobiliza- 
tion and shortly afterward the firm of 
Millar, Macdonald and Co. was launched 
on its successful career. He is its senior 
partner. In 1931 he was elected pres- 
ident of the Manitoba Institute. After 
the outbreak of the Second World War 
he accepted a call from the government 
and was controller of the Department of 
National Defence for Air from July 1940 
to June 1941. Recently Mr Macdonald 
has been filling the important role of 
accounting expert for the Government of 
Manitoba on the freight rate hearings be- 
fore the Board of Transport Commission- 
ers, and for the Manitoba Hydro-Electric 
Commission in the acquisition of the 
properties of the Winnipeg Electric Co. 

The new president’s recreation is golf, 
and though we have never seen him play 
we should not be at all surprised however 
low his handicap might be. 


Alberta Institute Adopts 
C.I.C.A. Companies Act Report 


E HAVE before us the elaborate 
report on the Alberta Companies 


157 





158 


Act which a special committee of the 
Alberta Institute recently completed 
and will present to the Alberta Gov- 
ernment. The recommendations of the 
Alberta committee on the Alberta Act 
are mutatis mutandis virtually identical 
with those of the C.I.C.A. committee on 
the Dominion Companies Act, there be- 
ing, so far as we have ascertained, but 
two departures of any substance. 


On the semantic question: what in 
fact are ‘‘reserves’’, a matter to which the 
C.I.C.A. committee on the Companies 
Act, following in the footsteps of the 
C.I.C.A. Committee on Accounting and 
Auditing Research, attached so much im- 
portance, the Alberta Committee found 
itself unable to agree, and they make no 
recommendation at all on the subject. 
This, of course, leaves the matter where 
it was, a matter of usage. The recom- 


mendation of the Committee on Account- 
ing and Auditing Research is contained 


in Bulletin No. 9, and the recommended 
statutory form adopted by the C.I.C.A. 
Companies Act committee is as follows: 


In the financial statements of a company 

the term “reserve” shall be used only to 

describe 

(a) amounts appropriated from earned 
surplus at the discretion of manage- 
ment for some purpose other than 
to meet a liability or contingency 
known or admitted or a commitment 
made as at the statement date or a 
decline in value of an asset which 
has already occurred, 


(b) amounts appropriated from earned 
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Surplus pursuant to the instruments 
of incorporation or by-laws of a com- 
pany for some purpose other than 
to meet a liability or contingency 
known or admitted or a commit- 
ment made as at the statement date 
or a decline in value of an asset 
which has already occurred, and 
amounts appropriated from earned 
surplus in accordance with the terms 
of a contract and which can be re- 
stored to earned surplus when the 
conditions of the contract are ful- 
filled. 

The C.I.C.A. committee on the Do- 
minion Act thought that disclosure of 
the amount of the reserves at the balance 
sheet date was not enough and that dis- 
closure should also be made of amounts 
added thereto and deducted therefrom 
during the financial period. The Alberta 
Committee, on the other hand, is satis- 
fied with the amount of reserves at the 
balance sheet date without any disclosure 
of movement therein during the year. 

The new Corporations Act of Ontario 
passed at the last session of the provin- 
cial Legislature adopts in unchanged lan- 
guage the recommendations of the 
C.I.C.A. committee both on the mean- 
ing of the term “reserve’’ in financial 
statements and the degree of disclosure 
required. The Canadian Parliament and 
the Legislatures of nine Provinces have 
yet to act on the revision of their Com- 
panies Acts, and it may be hoped that 
the defection of the Alberta committee 
on this important question will not prove 
contagious. 








The Increasing 


Importance of Staff Training 


By Edward M. Boulter, C.P.A. 


The development of a sound, well organized staff training 
program is becoming of vital importance to public accounting firms 





a steady growth of the accounting 
profession to its position of emin- 
ence today owes much to improvements 
in staff training. For many years young 
men entering the profession received 
much of their accounting education and 
training during the period of appren- 
ticeship with a public accounting firm. 
Today, although many universities and 
business schools offer formal courses in 
accounting, auditing, and related sub- 
jects, the need for sound practical train- 
ing still is very real. A recent survey 
of college graduates being interviewed 
for positions with a national account- 
ing firm indicated that the graduates 
were primarily concerned with the train- 
ing program and practical experience of- 
fered by the employer — the initial 
salary was a secondary consideration. 
Most accounting firms have acknowledg- 
ed their responsibility in this matter by 
establishing training programs and pro- 
viding their staff members with organ- 
ized instruction. 

The development of a sound, well- 
organized program of staff training is 
becoming a matter of vital importance 
to public accounting firms both small 
and large. This article endeavours to 
describe some of the features and prac- 


tical aspects of such a training program. 
The thoughts and opinions expressed 
herein are the personal views of the 
writer and do not necessarily represent 
the formal program of any particular 
firm. 

There are two principal types of staff 
training programs: (1) on-the-job train- 
ing and (2) group discussion meetings 
or lectures. 


On-the-Job Training 


It is generally agreed that the most 
valuable training is received while work- 
ing on an actual assignment; this applies 
not only to younger men learning basic 
auditing procedures, but to accountants 
at all levels of responsibility. All mem- 
bers of the staff, including partners, man- 
aging supervisors, seniors, and semi- 
seniors should participate in the training 
program if it is to be most effective. 
The old practice of letting one man be- 
come indispensable to a job, because he 
fails to impart knowledge of the job or 
delegate responsibility to deserving as- 
sistants, is out of date. The speed with 
which many new men annually assume 
greater responsibilities today compared 
with the slow progress of staff members 
not too long ago is a good example of 
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the dividends paid by a program of on- 
the-job training. 

There are certain problems and _prac- 
tical considerations presented by train- 
ing staff on the job. Lack of time is 
frequently used as an excuse. Too often 
seniors, supervisors, and partners are so 
intent upon completing the assignment 
to the best of their capabilities and 
within the least possible time that little 
attention is devoted to training staff on 
the job. Some accountants believe that 
small jobs offer the best opportunity for 
staff training but the consensus seems to 
be that certain advantages will be found 
in both small and large audits and that 
training practices should be carried out 
without regard to the size of the en- 
gagement. Obviously, many qualified ac- 
countants possess neither the aptitude 
nor ability for teaching, but often men 
who are considered good instructors are 
also among the better staff men; hence, 
on-the-job training reflects credit on both 
trainee and teacher. 


Suggested Training Practices 

The following training practices, all 
of which have been used successfully, 
can not necessarily be adopted on every 
assignment, but should be put into ef- 
fect wherever practicable to promote bet- 
ter training on the job. Most of them 
are applicable to the small practitioner 
and the large public accounting office 
alike. 


1. Introduction to the job 


Inform the assistant of his assignment 
as far in advance as possible to give him 
an opportunity to study the previous 
year's working papers and reports — 
this provides him with an overall picture 
of the engagement and affords him an 
opportunity to anticipate any unique 
problems which might be encountered. 

Explain the purpose of the examina- 
tion, the nature of the client’s business 
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and its position in the industry, and en- 
courage the assistant to do outside read- 
ing to broaden his knowledge of the 
client’s industry. 

Review with him the company’s finan- 
cial statements, accounting records and 
procedures, system of internal control 
and any unusual accounting or auditing 
problems which he will face. If possible, 
arrange for a tour of the plant at the 
beginning of the examination. 

On large jobs, it is often desirable to 
hold a preliminary meeting of the en- 
tire staff assigned to the work to discuss 
the matters referred to above. I firmly 
believe that very real benefits result from 
taking staff assistants into one’s confi- 
dence to the greatest extent practicable 
at the commencement of an engagement. 


2. Work assignment and instruction 


When planning the assignment of spe- 
cific audit work, the accountant in charge 
should arrange for each assistant to per- 
form at least a portion of the work on 
as many phases of the job as possible. 
Consideration should be given to the 
assistant’s capabilities and his previous 
experience on the job and on other as- 
signments with a view to providing him 
with a broad and diversified experience. 
Explain the relationship between each 
particular task assigned and the examin- 
ation as a whole. Review each step in 
the program with him and point out the 
meaning and purpose of the work to be 
undertaken to ensure that he understands 
not only ow the work should be done 
but why it is being done. A staff man 
cannot be encouraged to think for him- 
self unless he is given the opportunity 
to consider and reason out the purposes 
of his work assignments. Show him the 
client’s records with which he will work 
and require him to review the respective 
procedure and internal control data con- 
tained in the permanent files before un- 
dertaking the work. The assistant should 
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be advised of the time allotted for the 
task and the importance of keeping the 
accountant in charge informed of the 
progress of the work. 


3. Review of work done 


‘Periodically during the course of the 
assistant’s work ascertain that he is pro- 
gressing satisfactorily and encourage him 
to ask questions. Make a thorough and 
critical review of the work as soon as 
possible after it is completed, preferably 
on the job and in the presence of the 
assistant. Discuss the results of the re- 
view with the assistant pointing out any 
errors or deficiencies in his work, how 
or why they occurred, and how to avoid 
them in the future. The assistant should 
be required to correct his own errors 
and to complete any unfinished work. 
Consider carefully the questions and 
points raised by the assistant, permit 
him to participate in the follow-up and 
disposition of these matters, and explain 
to him the reasons for whatever action is 
taken. If practicable, hold a meeting of 
the entire staff engaged on the assign- 
ment after the work is completed (this 
meeting could be held after the busy 
season when the pressure of work is not 
so great). At this time the accountant 
in charge can describe certain interesting 
problems encountered on the job and 
their ultimate disposition, explain how 
certain matters were decided by the 
partners, invite questions and comments 
from the staff, and discuss possible ways 
of improving the work. 

Proper review of an assistant’s work 
and discussion with him are major seg- 
ments of on-the-job staff training and 
afford the assistant the benefit of ex- 
perience gained by more skilled and 
qualified persons. The review of work 
of other assistants on an examination by 
the senior or semi-senior is a primary 
function of the accountant in charge; 
the increasing proficiency on the part of 
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an assistant in the review of working 
papers is an indication of increasing 
ability and value to his firm. Review of 
work is an essential factor in maintaining 
the quality of work done and is neces- 
sary to evaluate equitably the assistant’s 
competence and future prospects. 


4. Promoting staff 
development and advancement 


The staff assistant should be encourag- 
ed to develop a questioning attitude in 
the performance of his work; he should 
be counselled in the importance of bring- 
ing to light any irregularities or errors 
in the accounts and deficiencies in in- 
ternal accounting controls. However, 
caution him against the acquisition of a 
suspicious and distrustful nature which, 
naturally, would be resented by clients. 


Give the assistant assignments which 
will tax his abilities and which entail a 
level of responsibility somewhat beyond 
that previously required of him. En- 
courage him in the practice of delegating 
work and responsibility to others. En- 
deavour to provide the assistant with as 
extensive and varied experience as pos- 
sible by assigning him to various phases 
of a job, to audits of different businesses 
and industries, and to several seniors or 
managing supervisors. Allow the assist- 
ant to assume as complete charge of his 
assignment as his competence permits 
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and encourage him to make decisions, 
and take actions within the scope of his 
responsibility on the job. However, point 
out to him the desirability of advising 
his immediate superior of such decisions 
and actions. 

Stress the importance of developing 
good writing ability. Proficiency in ex- 
pressing oneself orally and in writing 
is a quality that is essential to the pro- 
fessional accountant of today. An as- 
sistant should be given every oppor- 
tunity to develop his talent for writing 
through such writing assignments as 
memoranda on unusual accounting and 
auditing problems encountered in his 
work, memoranda on review of account- 
ing procedures and internal control, sec- 
tions of reports, letters or memoranda to 
clients, and informal notes in the work- 
ing papers. Encourage him to dictate his 
drafts whenever practicable. Point out 
tactfully his mistakes in grammar, sen- 
tence structure, spelling, and punctuation 
and discuss with him the corrections or 
changes made in his draft and the reas- 
ons therefor. Avoid revisions arising 
solely from personal preference which 
do not achieve pronounced improve- 
ments. 

Take a sincere interest in the assistant 
and have periodic discussions with him 
regarding his work and general progress. 
Don’t neglect to praise him for a job 
well done, counsel him on any defici- 
encies, and suggest methods of correcting 
characteristics which tend to impede his 
development. 

Obviously, the amount of time which 
can be devoted to on-the-job training 
will vary throughout the year and from 
office to office, but many of the suggest- 
ed training practices can and should be 
followed regularly. The attainment of 
proficiency in accounting, as in other 
professions, is a cooperative undertaking 
between the junior accountants and the 
more experienced members of the public 


accounting organization. Regardless of 
the size of the accounting office, suc- 
cessful on-the-job training can be achiev- 
ed if the accountant in charge of the 
engagement will share the assignment 
with his staff assistants. 


Discussion Group Meetings 


A well-organized program of discus- 
sion group meetings or lectures is an ex- 
cellent supplement to on-the-job train- 
ing and ensures a well-rounded staff 
training program. For the small prac- 
titioner, formal training classes would 
not be practical or necessary but for 
medium-sized and large firms it is gen- 
erally recognized that training several 
persons in a group under skilful lead- 
ership is more efficient and less costly 
than individual tutorage. The comments 
that follow relate to the formal training 
of accountants through the senior grade. 


1. Organization and planning 


The selection of the director in charge 
of the staff training program is import- 
ant and should receive careful consid- 
eration. He must be an experienced, 
well-qualified staff man and fully cog- 
nizant of his responsibility to organize, 
plan, and execute effectively the program 
for staff training. 

Discussion group meetings should be 
held in the late spring (May-June) or 
early fall (September-October) to avoid 
interference from summer vacations and 
pressure of work during the winter 
months. The general plan should be 
announced from two to four months in 
advance, at which time the accounting 
staff should be invited to submit ques- 
tions and suggested topics for discussion. 
The staff should be notified of the de- 
tailed program including subjects, names 
of discussion leaders, dates and location 
of meetings, as far in advance as pos- 
sible to provide ample time for prepara- 
tion. Consideration should be given at 
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this time to planning clients’ work in a 
’ manner that will avoid interference with 
attendance at the meetings as far as prac- 
ticable. 

Some large accounting firms hold full 
time classes for their new members; 
these classes may extend from a few days 
to several weeks in duration. The locale 
of such training classes also varies great- 
ly: some national firms hold their train- 
ing sessions in one location for all of- 
fices of the firm; others favor regional 
meetings while many firms prefer pro- 
grams developed and held in the indi- 
vidual offices. For staff members other 
than new juniors, a maximum of eight 
or ten meetings each year should be 
adequate; in the case of experienced as- 
sistants, three to four meetings should 
suffice. 

Discussion meetings should be held 
during regular office hours, for about 
24 to 3 hours duration including a 
short intermission; however, in certain 
offices it may be desirable to hold longer 
sessions in order to reduce the total num- 
ber of meetings required. Some firms 
have conducted discussion groups suc- 
cessfully on Saturday mornings. Attend- 
ance should be compulsory except in the 
case of staff engaged on out-of-town work 
or for other exceptional circumstances. 
Frequently there is insufficient space in 
the accountants office to conduct such 
meetings adequately. This problem can 
be overcome very often through the use 
of conference rooms in nearby hotels or 
lecture rooms which are available in lo- 
cal colleges and business schools. 

It is generally acknowledged that the 
“discussion” method of teaching is most 
effective when used in small groups of 
10 to 20 persons; if this method is used 
in larger groups skilful leadership is 
needed to direct and control the discus- 
sion. To facilitate the formation of 
small, appropriate groups the division of 
staff members frequently follows the 
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staff classification of junior, semi-senior 
and senior; in certain cases it may be 
more feasible to group semi-senior and 
seniors or to consolidate juniors with 
semi-seniors. In larger offices, it is us- 
ually desirable to segregate the account- 
ing staff into groups according to experi- 
ence (rather than strict staff classifica- 
tion) and to hold a separate series of 
meetings for each group. The groups 
can be designated “A”, “B’, “C’, etc. 
instead of junior, semi-senior and senior. 


2. Discussion leadership 


The success of the staff training pro- 
gram depends to an important degree on 
the calibre of leadership selected for the 
discussion meetings. The personal quali- 
ties of a conference leader constitute the 
most important single factor of success- 
ful leadership. 

Effective conference leadership calls 
for the ability to get people to discuss 
a topic intelligently and direct the con- 
versation to a sensible conclusion. A 
leader does not need to be proficient 
in public speaking — frequently that 
ability is a disadvantage rather than an 
asset. A skilled leader should strive to 
promote the exchange of ideas among 
members of the group and should re- 
frain from asserting his own views as 
much as possible; it is the leader’s role 
to guide rather than to tell. He should 
be courteous, diplomatic, and careful not 
to embarrass or antagonize any of the 
participants. He should be able to get 
along well with the group. A _ well- 
liked leader is capable of drawing ideas 
from the group — particularly from the 
younger members. The techniques of 
conference leadership are many and var- 
ied but the ability to function as a 
skilful director can be attained through 
practice. 

Experienced staff members — usually 
managing supervisors and seniors — 
should be selected to lead the meetings. 
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Include as many men as possible in order 
to spread the work equitably. Group 
leaders should be required to devote a 
reasonable amount of time to prepara- 
tion and should be permitted to conduct 
the discussions as they see fit. 


3. Conference techniques 


An important consideration in plan- 
ning a conference or discussion meeting 
is that of seating arrangement. A suc- 
cessful plan has been to arrange chairs 
in a semi-circle or in the form of a 
horseshoe with the conference leader at 
the open end. Each person in the 
group should be able to see every other 
participant’s face to facilitate discussion. 
Avoid, if possible, the classroom arrange- 
ment of rows of staff members facing 
the instructor and the continual craning 
of necks to see who is speaking. 

It is desirable that the discussion lead- 
er know the names of each member of 
the group and that the individual con- 
ferees be acquainted with one another. 
This will help to create an atmosphere 
of informality and promote a freer ex- 
change of thoughts and opinions. 

The discussion material should be well 
organized and carefully planned for ef- 
fective presentation. Competent leaders 
frequently use an outline as a means of 
keeping the conference session on the 
right course and as a guide for the de- 
velopment of constructive thinking. 
Questions submitted beforehand relating 
to the topic under discussion are often 
helpful in stimulating the exchange of 
ideas. 

In conducting the meeting, the con- 
ference leader should present the sub- 
ject and its aims or objectives, invite the 
comments and opinions of the members, 
and ask questions relevant to the topic. 
The skilled leader will direct the discus- 
sion, guide the flow of ideas and ab- 
stain from expressing his own opinions 
to the extent practicable. When he is 


asked a direct question by a member of 

the group he can select the most suit- 

able of the following methods for hand- 
ling this: 

(a) Refer the question to the group. 
Frequently questions submitted 
from the floor can serve to stimu- 
late further discussion and the cap- 
able leader will be alert to recog- 
nize such opportunities. 

(b) Direct the question to another in- 
dividual whom he believes would 
be qualified to answer. 

(c) Refer the question back to the per- 
son who asked it. In such a case 
the leader should exercise diplom- 
acy in order not to cause embarass- 
ment or antagonism. 

(d) Answer the question himself. Gen- 
erally speaking this should be 
avoided but often the opinion of an 
experienced leader will be of con- 
siderable value to the group. 

At the final session of the discussion 
meetings it is often desirable for the 
conference leaders to summarize the re- 
sults and conclusions of the previous 
sessions and to invite comments and 
suggestions from the staff regarding pos- 
sible ways of improving future discus- 
sion meetings. Frequently partners at- 
tend the last meeting to answer any 
questions regarding firm policies and 
procedures. 


4. Topics for discussion 


What should be included in the sub- 
ject matter for a program of discussion 
meetings? Perhaps a logical beginning 
in answering this question would be to 
decide what not to include. As a prac- 
tical matter it would appear that courses 
in principles of accounting, auditing, 
and other related subjects should be ex- 
cluded particularly if these courses are 
available in local colleges and business 
schools. If some of the newer juniors 
are found to be weak in basic account- 
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_ ing principles and auditing standards, 
it would seem preferable to have these 
staff members catch up with their fellow 
workers by individual study rather than 
to devote valuable time in the training 
sessions to elementary matters. 

During the past few years there has 
been an increase in the use of “case 
studies” in the training programs for 
new juniors. It is generally recognized 
that the use of illustrative case materials 
dealing with specific accounting prob- 
lems and auditing techniques is one of 
the most effective ways of encouraging 
participation of the younger men in the 
discussion group. This method can be 
used to provide new assistants with a 
general picture of how to conduct an 
examination and prepare working pa- 
pers through review and study of a 
simple case history. 


For staff members other than begin- 
ners, there are many important subjects 
which should receive consideration when 
preparing the agenda for discussion 
meetings. Among such subjects are the 
following: 

Audit planning and administration 

Auditing techniques 

Consolidations 

Cost accounting 

Duties and responsibilities of each 

staff classification 

Federal income taxes— 

Current developments 

Preparation of returns and tax work- 
ing papers 

Review of estimated tax liability 

Use of published tax services 

Financial statement preparation 

Firm policies 

Foreign exchange 

Fraud cases 

Instruction 

chines 


in use of business ma- 
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Insurance coverage 
Internal control and accounting pro- 
cedures— 
Correlation with audit procedures 
Review and reports to client 
System work 

LIFO inventory problems 

Office organization, files, etc. 

Pension accounting 

Permanent files 

Preparation of audit working papers 

Reduction of time charges through 

refinement of auditing procedures 

Renegotiation 

Review of working papers and report 

Securities and Exchange Commission 

matters 

Specialized industry problems 

Writing reports, memoranda, letters 

and notes. 

Some of the foregoing topics are more 
appropriate for discussion by the experi- 
enced staff members but many of the 
subjects should stimulate intelligent and 
constructive thinking by all groups. 


* * * * * 


One indication of the effectiveness of 
the discussion meeting program will be 
the degree of interest shown by the par- 
ticipants and the intensity of the debate 
stimulated in the sessions. However, 
the true measure of success of the entire 
staff training program will be evident in 
the subsequent work of staff members 
and their future development. 

The rapid growth of the accounting 
profession in recent years is a direct re- 
sult of the skilled service it has rendered 
to the business world. We should strive 
not only to maintain but to improve 
these high standards of professional ser- 
vice. Success in this worthy objective 
can be achieved if we continue to im- 
prove the quality of our staff training 
programs. 





La Banque 
d’Expansion Industrielle 


De quelle maniére la 
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Banque d’expansion 


industrielle peut-elle venir en aide 4 ceux qui ont besoin de capitaux? 


E ME propose d’exposer briévement de 

quelle maniére la Banque d’expansion 
industrielle peut venir en aide 4 ceux qui 
ont besoin de capitaux, soit pour lancer 
une nouvelle entreprise industrielle, ou 
améliorer ou développer une entreprise 
déja existante. 

La loi constituant en corporation cet 
organisme de crédit a été sanctionnée le 
15 aoat 1944 et le ler novembre de cette 
méme année la banque a commencé ses 
opérations. 


Qu’est-ce que c’est qu’une 
“entreprise industrielle”? 


Afin d’établir exactement la nature de 
cette institution qui est la premiére et la 
seule du genre au pays, il convient de 
définir ce que nous entendons par entre- 
prise industrielle. Je vous citerai, si 
vous me le permettez, le texte de la loi 
a ce sujet: 

Une entreprise industrielle signifie une 
entreprise dans laquelle s’effectue la fab- 
rication, la transformation ou la frigor- 
ification d’effets, denrées et marchandises, 
ou la construction, le remaniement ou la 
réparation de navires ou vaisseaux, ou la 
production ou distribution de l’électric- 
ité. 


L’an dernier cette loi a été amendée pour 
inclure les compagnies opérant un service 
aérien commercial. 

Comme vous le constaterez, cette des- 
cription d'une entreprise industrielle 
couvre un champ d'action trés vaste et 
permet a toute personne engagée, ou sur 
le point de s’engager dans une entreprise 
manufacturiére d’étre éligible pour faire 
une demande d’emprunt. 

Par ailleurs, nous ne sommes pas au- 
torisés 4 consentir des facilités de crédit 
aux entreprises primaires et aux entre- 
prises de service, tels que les exploita- 
tions agricoles, les mines, les pécheries, 
les compagnies engagées dans la con- 
struction, les magasins, les garages, les 
ateliers de réparations, les buanderies, les 
teintureries, les théatres, les restaurants, 
les hétels, ou encore les compagnies de 
navigation qui ne sont pas engagées spé- 
cifiquement dans la construction ou la 
réparation de navires. Enfin, pratique- 
ment toutes les entreprises de commerce 
de détail sont exclues de la catégorie des 
entreprises éligibles pour faire une de- 
mande d’emprunt. 


Le réle de la banque 
L’homme d'affaires qui désire lancer 
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une nouvelle entreprise industrielle, si 
modeste soit-elle, ou ayant déja en marche 
une entreprise, se trouve souvent aux 
prises avec des problémes d’ordre finan- 
cier. Il peut avoir besoin d’un nouvel 
outillage ou étre dans |’obligation de con- 
struire un nouveau batiment, et le cout 
de ces immobilisations peut avoir pour 
effet de réduire sensiblement le fonds de 
roulement de l'entreprise, ce qui n’est 
jamais recommandable. Quelles que soi- 
ent les raisons, un bon nombre d’indus- 
triels sont obligés d’avoir recours 4 des 
personnes de |’extérieur pour obtenir du 
nouveau capital et mettre 4 exécution 
leur projet d’expansion. II existe une 
grande variété d’organismes au Canada 
qui font des préts aux hommes d’affaires, 
et permettez-moi de vous faire remarquer 
que le réle de notre banque consiste plu- 
tot 4 compléter les services des autres 
préteurs, tel que les banques 4 charte, les 
institutions de préts, les maisons de cour- 
tage, etc., et non de leur faire concur- 
rence. Ses opérations sont généralement 
a moyen ou 4 long terme, et c'est ce qui 
la distingue des banques 4 charte en 
particulier, car les opérations transigées 
par ces derniéres institutions sont gén- 
éralement 4 court terme en vertu des 
pouvoirs qui sont accordés par la Loi des 
Banques. 


Les entreprises financiéres qui se spé- 
cialisent dans le lancement d’obligations 
ou d’actions doivent, en raison méme de 
leur mode d’opérations, exiger des frais 
qui peuvent devenir onéreux dans le cas 
de petites industries. II n’existe pas tou- 
jours un marché pour de telles émissions. 
Avant la création de la Banque d’expan- 
sion industrielle, l'homme d'affaires possé- 
dant un capital moyen et désireux d’ob- 
tenir de l'aide financiére pour acheter de 
la nouvelle machinerie, améliorer son ou- 
tillage, agrandir ses batisses, ou dévelop- 
per ses immobilisations d’une maniére 
générale, ne pouvait pas toujours attein- 
dre ce but a des termes et conditions 
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raisonnables, 4 moins de placer lui-méme 
la totalité du capital requis, ou encore 
s’associer un bailleur de fonds. En 
somme, un projet acceptable sous tous 
rapports requiert souvent un crédit de 
plus longue durée qu'une banque 4 
charte peut accorder, ou encore, la nature 
de la garantie est telle que celle-ci ne 
saurait étre acceptée. 


A qui la Banque d’expansion 
industrielle fait-elle des préts? 

Toute personne engagée dans des 
opérations de fabrication ou de transfor- 
mation de matiére premiére ou de march- 
andise, peut faire une demande d’emprunt 
a la banque. Il faut, cependant, que le 
demandeur ait déja placé un montant de 
capital suffisant dans I'affaire, ou encore 
qu'un montant adéquat de capital soit 
investi par les commanditaires ou les 
actionnaires. La banque ne fournit ja- 
mais la plus grande partie des fonds re- 
quis pour lancer une nouvelle entreprise, 
et lorsqu’il s’agit de considérer un em- 
prunt 4 long terme pour financer l’agran- 
dissement des immeubles industriels, le 
montant de crédit sollicité ne doit pas 
excéder une proportion raisonnable de la 
valeur de l'actif qui sera gagé. 

La banque, de plus, prend en consid- 
ération, dans l’étude de ces demandes 
d’emprunt, le caractére et l’honorabilité 
de l’emprunteur, son expérience acquise 
dans l'industrie; elle analyse, de plus, les 
états financiers qui ont été soumis avec la 
demande, et prend en considération la 
capacité de rembourser le prét sollicité 4 
méme les profits de I’entreprise. 


Quelle garantie la Banque exige-t-elle? 


Comme garantie elle exige générale- 
ment une hypothéque en premier rang 
sur les terrains, immeubles, ou encore 
lorsque le montant de l’emprunt est assez 
considérable, une émission d’obligations 
sur tout l’actif de la compagnie. II faut 
noter ici que dans la Province de Québec 
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les dispositions de notre code civil ne 
permettent pas de gager les biens-meu- 
bles, dans le cas d’une entreprise privée, 
par exemple, une machine ou tout autre 
outillage industriel, 4 moins qu’ils puis- 
sent étre considérés par destination des 
immeubles. Ce genre de garantie n’est 
pas considéré satisfaisant pour la banque 
selon l’expérience acquise. 


Comment procéder 4 une demande? 

Vous pouvez vous procurer des form- 
ules de demande de crédit 4 n’importe 
quelle succursale de la Banque ou agence 
de la Banque du Canada; a la plupart des 
succursales des banques a charte, ou a 
un bureau de |’ Association des Manufac- 
turiers Canadiens. La Banque d’expan- 


sion industrielle posséde un bureau a 
Montréal, situé dans |’édifice de la Banque 
du Canada, coin rue Craig et Carré Vic- 
toria, et toutes les demandes des indus- 
triels de la province de Québec doivent 


étre dirigées 4 ce bureau. Par ailleurs, 
la banque posséde, en plus, des succur- 
sales 4 Toronto, Winnipeg et Vancouver. 
Le siége social est situé 4 Ottawa. 


L’expérience nous a démontré jusqu ‘ici 
qu'il y a avantage pour le demandeur a 
se rendre en personne au plus proche 
bureau de la banque pour discuter de son 
projet avec un officier de crédit avant 
de formuler sa demande. Quand une 
entreprise est déja en marche, il est 
nécessaire d’apporter les états financiers 
des cinq ou six années précédentes. 
Lorsqu’il s’agit d’une nouvelle entre- 
prise, il convient d’indiquer briévement 
le projet d’organisation et ce que sera 
la structure financiére de la future entre- 
prise. Vous comprendrez l’avantage de 
cette discussion préliminaire. Ceci nous 
permet de se rendre compte suffisamment 
de la situation pour décider s'il y a lieu 
d’étudier le demande plus 4 fond et 
de suggérer dés le début les renseigne- 
ments qui devront étre fournis pour 
étudier le cas. 
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Quelle suite donne-t-on aux demandes? 

Des officiers de crédit sont chargés 
d’étudier votre demande. La banque, 
en plus, posséde un personnel de techni- 
ciens, d’ingénieurs industriels, de compt- 
ables et de spécialistes dans le domaine 
légal et le domaine des assurances. 
Lorsque les renseignements fournis con- 
firment que la demande est susceptible 
d’étre prise en considération, un in- 
génieur industriel est dirigé vers l’étab- 
lissement du demandeur pour étudier les 
procédés de fabrication, examiner |’ou- 
tillage, les immeubles, et se rendre 
compte d’une maniére générale de la 
valeur de l’entreprise et de l’expérience 
de ceux qui la dirigent. 


Nos officiers étudient également la 
valeur des produits fabriqués et les deé- 
bouchés, l’emplacement de I’usine en 
rapport avec ces débouchés, les sources 
d’approvisionnement de matériaux, les 
connaissances techniques du personnel et 
tous autres facteurs de ce genre. Toutes 
les précautions possibles seront prises 
pour le crédit susceptible d’étre accordé 
soit adéquat aux besoins de I’industriel. 
Comme résultat de la visite de l’ingéni- 
eur industriel, l’étude de la demande 
révélera peut-étre des problémes auxquels 
on n’avait pas songé, mais qui pourraient 
susciter de sérieuses difficultés. Peut- 
étre qu'un nouvel arrangement ou une 
modification des plans serait susceptible 
d’augmenter les chances de succés de 
l’entreprise. Il se peut méme que les 
suggestions qui seront faites permettent 
4 l’industriel de trouver les fonds néces- 
saires 4 des conditions raisonnables chez 
d’autres préteurs. 

Dans plusieurs cas, il a été possible 
de diriger vers les banques a charte des 
emprunteurs qui ont été en mesure 
d’obtenir de ces institutions des fonds 
nécessaires au développement normal de 
leur industrie. Il faut bien établir, 
cependant, que les demandes qui sont 
dirigées chez les banques commerciales 











se rapportent plus particuliérement 4 
l’augmentation du fonds de roulement 
des entreprises industrielles. 


Comment le credit est accordé 


Les termes et conditions de tous les 
crédits autorisés sont exposés par lettre 
au client et celui-ci est requis de les 
accepter par écrit. Dans presque tous 
les cas, le banque elle-méme offre un 
crédit directement au client sans la par- 
ticipation d’une autre institution finan- 
ciére, mais elle a le pouvoir, cependant, 
de garantir des avances consenties par 
les banques a4 charte. Nous pouvons 
également souscrire ou acheter les émis- 
sions d’obligations des emprunteurs dans 
le but de les revendre. La procédure par 
laquelle notre institution met les fonds 
a la disposition des clients est trés dif- 
férente de celle des banques a charte. 
Cette différence est trés marquée en ce 
qui concerne la maniére de prendre les 
garanties et de débourser les fonds. Elle 
exige des mesures qui prennent plus de 
temps que dans les cas de crédit offerts 
par les banques a charte. Cette différ- 
ence provient du fait que les fonds 
consentis par la banque d’expansion in- 
dustrielle sont presque toujours garanties 
par des priviléges en premier rang sur 
l'actif fixe d’une entreprise représentée 
par des hypothéques sur le terrain et les 
immeubles, ou encore par des émissions 
d’obligations. Dans ce dernier cas, le 
transport des garanties se fait au moyen 
d’un acte de fiducie. En somme, la 
garantie varie selon le cas, et peut varier 
également selon les provinces, mais c’est 
néanmoins une garantie hypothécaire. 


Le service légal fournit au client une 
liste des documents et des renseignements 
dont il aura besoin. II faut ajouter ici 
que nos avocats ne préparent pas les 
documents légaux relativement au crédit, 
mais ils donnent des instructions et font 
des suggestions aux avocats qui agissent 
pour le compte de la banque. Con- 
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formément a la pratique suivie par tous 
les préteurs hypothécaires, les frais 
légaux sont a la charge du client. 

En méme temps que le service légal 
veille 4 la préparation des documents 
requis, le service des assurances discute 
avec le client du montant de protection 
qu'il convient de transporter en garantie. 
Il est rarement nécessaire d’obtenir des 
assurances sur l’inventaire ou les mar- 
chandises en voie de fabrication parce 
que celles-ci sont généralement trans- 
portées en garantie collatérale aux 
banques 4 charte. Notre institution ce- 
pendant exige dans tous les cas des 
assurances-feu et souvent méme des as- 
surances-vie lorsque nous exigeons le 
cautionnement personnel du propriétaire 
d’une entreprise. La banque ne désigne 
pas la compagnie ou I’assurance doit étre 
placée. Toutefois, elle peut faire des 
recommendations sur le genre ou le mon- 
tant d’assurance qui convient aux besoins 
du client. 

Pendant la durée du prét, la banque 
requiert que la garantie qui lui a été 
donnée par un client ne soit compromise 
en aucune facon par des charges ou des 
priviléges. Au contraire des préts con- 
sentis par les banques 4 charte qui sont 
généralement remboursés par la vente 
d’actifs courants, les préts de notre insti- 
tution sont souvent remboursés 4 méme 
la dépréciation provenant de l'emploi des 
actifs immobilisés sur une période d’an- 
nées. 


Comment les fonds sont deboursés 

La majorité des crédits autorisés a pour 
but de payer le cot de nouveaux bati- 
ments ou de nouvelles piéces de machin- 
erie. Les déboursés sont faits sur pré- 
sentation de factures ou certificats des 
entrepreneurs lorsqu’il s’agit d’une con- 
struction. S'il a été convenu que le 
client doit fournir une partie des fonds 
pour ces fins, il est nécessaire que celui- 
ci paie d’abord sa part avant que les 
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déboursés de la banque soient effectués. 
Tous les documents, factures, chéques 
annulés ou autres piéces justificatives 
qui nous sont soumis pour examen par 
les clients-emprunteurs, sont prompte- 
ment retournés aprés en avoir fait la 
vérification. Les recus ou les chéques 
relativement a ces paiements doivent 
étre présentés avant que la banque puisse 
effectuer un deuxiéme déboursé. Lorsque 
les circonstances le justifient, on peut 
avancer une partie du crédit autorisé 
avant de recevoir les factures. Dans ce 
cas, le déboursé est considéré comme une 
avance dont il faudra rendre compte plus 
tard, et le client est tenu de soumettre des 
recus aussitét que possible pour établir 
de quelle maniére les fonds ont été 
utilisés. 

Le taux d’intérét exigé, quel que soit 
le montant du prét, sa durée, les garanties 
offertes, est maintenant de 6%. 


Comment se font les remboursements? 


Le remboursement des préts est 
établi selon les besoins de chaque client. 
Pour établir les termes de paiement, nous 
prenons en considération divers facteurs 
tels que, la date de l’année financiére de 
la compagnie, la possibilité que les 
revenus puissent étre influencés par des 
périodes d’intense activité ou de calme, 
et dans certains cas, il est généralement 
tenu compte de la période de ‘mise au 
point’”’ lorsqu’il s’agit de préts consentis 
pour des travaux de construction. Norm- 
alement, lorsqu’un projet est en voie de 
construction, l’emprunteur paie intérét 
seulement sur la partie du crédit utilisé. 
Quand la construction est terminée, les 
paiements de capital et d’intérét sont 
établis sur une base mensuelle, trimes- 
trielle ou méme annuelle, selon le cas. 
Quelques fois on peut ajouter une dis- 
position dans l’acte de prét a I’effet 
qu'une partie des profits nets, en plus 
de la dépréciation, doit étre versée afin 
d’accélérer le remboursement d’un em- 


prunt. II est de l’intérét du client, ainsi 
que de celui de la banque, que le prét 
soit remboursé aussi rapidement que pos- 
sible. La majorité des préts que nous 
consentons se remboursent sur une 
période variant entre cing et huit ans. 
Nombre de contrats d’emprunt contien- 
nent des dispositions relativement au 
retrait des fonds pour payer les salaries 
des directeurs, ou encore les dividendes, 
ou les emprunts consentis par les action- 
naires. Dans l’intérét du client et de la 
banque, toutes les dépenses supplémen- 
taires doivent étre discutées avant que le 
prét soit consenti. Cependant nous ap- 
prouvons facilement les suggestions 
raisonnables concernant ces dé€penses 
supplémentaires, 4 condition toutefois 
qu’elles ne nuisent pas au succés de 
l’entreprise, c’est-a-dire, qu’elles n’aient 
pas pour effet de réduire sensiblement le 
fonds de roulernent. 


Volume des préts 


Chaque année, depuis 1945, nous pub- 
lions, en conformité des dispositions de 
la loi, un rapport des nos activités. Ce 
document est addressé a I’honorable 
ministre des Finances et signé par le 
président de la banque, M. Graham 
Towers. Je n’ai pas l’intention de vous 
énumérer une longue liste de statistiques 
établissant la distribution des préts con- 
sentis depuis le début de nos opérations, 
cependant, je crois qu’il vous intéressera 
d’étre renseignés sur l’importance de ces 
préts tels qu’établis au rapport annuel 
couvrant les opérations terminées au 30 
septembre 1952. Le montant des préts 
en vigueur a cette date s’élevait 4 $33,- 
629,575, et se répartit comme suit par 
province: 


Ile du Prince-Edouard ........ 55,691 
Nouvelle-Ecosse_............. 429,755 
Nouveau-Brunswick _........ 982,260 
RE Shree rete ceived 14,845,570 
Sonne ate £241 4. ssc: 8,169,533 


Manitoba ................ eaten 790,469 














La Banque d'Expansion Industrielle 


Saskatchewan _............0.00008 1,331,460 
IN ioc setsssckcevteoysetatee 1,035,058 

Colombie-Britannique et 
OMMOMES oc cisssctsncscccsss 5,989,779 
$33,629,575 


La province de Terre-Neuve qur fait 
partie maintenant de la Confédération 
Canadienne a été visitée plusieurs fois 
par nos officiers supérieurs depuis 1949. 
Il est A propos de mentionner ici que la 
banque compte maintenant quatre con- 
tréleurs, dont un localisé 4 Montréal 
pour les provinces de 1|’Atlantique, et 
un deuxiéme a Toronto pour la pro- 
vince d’Ontario; un troisiéme 4 Winni- 
peg pour couvrir les demandes venant 
du Manitoba et de Saskatchewan, et 
enfin, un quatriéme 4 Vancouver pour 
les provinces d’Alberta et de Colombie- 
Britannique. Comme vous le savez tous, 
le bureau du gérant général, qui est 
dirigé par Monsieur S. R. Noble, est 4 
Montréal et le siége social de notre in- 
stitution est 4 Ottawa. Tous les direc- 
teurs de la Banque du Canada sont 
également directeurs de la Banque d’ex- 
pansion industrielle. 


Le nombre de crédits autorisés par la 
banque depuis son incorporation, c’est- 
a-dire, du ler novembre 1944, au 30 
septembre 1952, s’éléve 4 1,056 et le 
montant des autorisations est de $80,- 
833,595. Au cours du dernier exercice 
terminé le 30 septembre 1952, le nombre 
des préts en vigueur s’élevait 4 583 et la 
répartition des crédits par volume in- 
dique que c’est dans la classe de $5,000 
4 $50,000, ow est le plus grand nombre 
de crédits autorisés, soit 360, ce qui cor- 
respond 4 63% du total. Le prét moyen 
en vigueur est d’environ $60,000. 


L’organisation industrielle 
de nos jours est compliquée 
L’organisation industrielle et la pro- 
cédure commerciale de nos jours sont 
pour le moins compliquées. L’homme 
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d'affaires se trouve aux prises avec des 
difficultés sans nombre dans les premiers 
stades de l’organisation de son entreprise; 
le contréle de l’inventaire, des dépenses 
de fabrication et d’opérations, les 
méthodes de vente et de distribution des 
produits, la collection des comptes re- 
cevables, ou encore tous autres problémes 
qui puissent toucher au droit commer- 
cial ou a l’assurance, peuvent paraitre 
souvent d’une importance secondaire 
lorsqu’il s’agit d’une entreprise de di- 
mensions moyennes. Nous devons ce- 
pendant reconnaitre le fait que le man- 
que de connaissances de ces facteurs de 
base, dans le cas de petites ou moyennes 
entreprises industrielles est, souvent, la 
plus grande cause d’insuccés ou de 
faillite. 

Depuis quelques années, la banque 
s'est familiarisée avec les nombreux 
problémes que les industriels ont 4 
résoudre dans le domaine de la fabrica- 
tion ou de la production, sans compter 
les problémes de finance, d’assurance, de 
comptabilité et méme de prix de revient. 
Bien entendu, les clients ne sont pas 
obligés de recourir aux conseils de la 
banque dans ces domaines, mais ils ont 
souvent trouvé avantage 4 consulter les 
officiers de notre institution qui sont 
spécialisés dans ces différentes questions. 


Le besoin de comptabilité adéquate 


Permettez-moi de mentionner ici que 
notre expérience depuis huit ans a dé- 
montré qu’une grande proportion des 
petites entreprises industrielles ne possé- 
dent pas de comptabilité adéquate a leurs 
besoins. Plusieurs d’entre elles sont 
dans l’impossibilité d’établir le prix de 
revient de leurs produits, et dans beau- 
coup de cas, l’établissement d’un budget 
est totalement ignoré, sans mentionner 
le fait que l’organisation des ventes 
laisse souvent a désirer. Il est émin- 
emment important que les livres de 
l’industriel soient bien tenus et vérifiés 
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périodiquement part un comptable agréé. 
La nécessité de bilans préparés avec soin 
est évidente lorsqu’il s’agit de discuter 
de crédit avec un banquier, et dans 
tous les cas ol nous avons eu I’occasion 
de le faire, nous recommandons a ceux 
qui viennent solliciter du crédit de notre 
institution, de faire préparer, lorsqu’il 


y a lieu, le rapport financier par un 
comptable expert. 

Vous comprendrez donc facilement 
les raisons pour lesquelles nos relations 
avec les associations du genre de la 
vétre doivent étre basées sur une parfaite 
compréhension des fonctions et du rdle 
de chacun. 


TIMETABLE OF OCTOBER 1953 UNIFORM EXAMINATIONS 


The Board of Examiners-in-Chief gives notice that the 1953 Fall examina- 
tions of the Institutes of Chartered Accountants in Canada will be written 


according to the following timetable. 


The morning sessions will be from 9 


a.m. to 1 p.m. and the afternoon sessions from 2 p.m. to 6 p.m. 


Wednesday, 14th October 


Morning session — Final Accounting I 
Afternoon session — Intermediate Accounting I 


Thursday, 15th October 


Morning session — Final Accounting II 
Afternoon session — Intermediate Accounting II 


Friday, 16th October 


Morning session — Final Accounting III 
Afternoon session — Intermediate Auditing I 


Monday, 19th October 
Morning session — Final Auditing I 
Afternoon session — Intermediate Auditing II 


Tuesday, 20th October 
Morning session — Final Auditing II 


Wednesday, 21st October 
Morning session — Final Auditing III 
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THE EXECUTIVE COMMITTEE OF THE C.1.C.A. FOR 1953-54 IN A JOYFUL MOOD FOLLOWING THEIR ELECTION 
AT THE 5ist ANNUAL MEETING AT VICTORIA, B.C. ON SEPTEMBER 10 
L. to K.: W. Givens Smith, Regina; C, L. King, Toronto, executive secretary: G. Grant Glasseo, Toronto, Ist viee- 
president; W, J. Macdonald, Winni; president; T. A. M. Hutchison, Toronto, treasurer; Lorn MeLean, Vancouver, 
immediate past president; J. . de Lalanne, Montreal; Gerald E. Martin, Halifax, 2nd viee-president. 
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A BEVY OF CHARMING C.A.’s IN THE GARDENS OF THE EMPRESS HOTEL AT VICTORIA 
to R.: Misses Gertrude Mulcahy, Toronto, Kay Byam, Saskatoon, Audrey Jost, Vancouver, Georgia Goodspeed, 
Saskatoon, Verna J. Smith, Saskatoon and Mrs. Eva M. Leger, Saskatoon. 
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DELEGATES TO THE 5lst ANNUAL MEETING ABOARD THE CRUISER H.M.C.S. ONTARIO 
L. to R.: G. F. Dunn, Victoria, Mrs. W. J. Macdonald, Winnipeg, C. L. King. Toronto, Mrs. J. L. McLean, 
Vancouver, Capt, D. L. Raymond, R.C.N., Lorn McLean, Vancouver, W. J. Macdonald, Winnipeg, Thornton Douglas, 


vice-pres. of the American Institute of Accts., Sir Jan Bolton, vice-pres. of the Inst. of C.A.’s of Scotland. 
(Photo by R.C.N.) 


THE GUNS OF H.V.C.S. ONTARIO PRESIDE IN MAJESTIC SILENCE OVER A GROUP OF DELEGATES TO 
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THE C.1.C.A. CONVENTION 
(Photo by R.C.N.) 
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4 PHOTOGENIC COUPLE. M. AND MME, ROSAIRE COURTOIS OF MONTREAL PROVIDE AN INTERESTING 
STUDY IN FACIAL EXPRESSION ABOARD H.M.C.S. ONTARIO. M. COURTOIS IS) PRESIDENT OF rH 
QUEBEC INSTITUTE, 
(Photo by R.C.N.) 
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4 SMALL BUT REPRESENTATIVE GROUP IN A NAUTICAL SETTING. L. to R.: R. H. CONLIN, VANCOUVER, 
F, A. SMITH, EDMONTON, MRS. F. A. SMITH, AND J. A. de LALANNE, MONTREAL. 
(Photo by R.C.N.) 














One Sunday I was privileged to con- 
duct the regular religious service at St. 
Vincent de Paul Penitentiary. At the 
conclusion a typewritten story was hand- 
ed to me. Upon examination it turned 
out to be a computation of human assets 
and liabilities in terms of personal quali- 
ties. The resulting “Balance Sheet” is 
presented below. 

One is impressed by the amount and 
depth of thought that many of the resi- 
dents of our penitentiaries engage in. 
The modified penitentiary program based 
on treatment rather than punishment 
makes a persuasive appeal to some of the 
smothered strands of goodness in these 
men. The writer of the following bal- 
ance sheet seems to have developed in- 
sight into his past attitudes and some of 
us are very hopeful that when he is 
released next summer he can be aided to 
complete rehabilitation. Men who have 
been through the experience of having 
paid heavily for their faulty choices 
should be able to speak with some added 
measure of authority. The present ap- 
praisal is well worth considering by our 
young folk particularly. — D.J.W. 

As a form of relaxation from my work 
as an accountant, I have for some time 
toyed with a natural curiosity to find a 


Taking Audit in a Prison 


Balance sheet prepared for “You, Inc.” 
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human element or characteristic that 
would enable me to create, with the use 
of a little common sense, a “chart of 
accounts“ comprising such characteristics 
in the human make-up that could be 
assimilated with the more important “‘ac- 
counts” of a business corporation as 
shown on a “balance sheet”’. 


In making reference to some friend 
or acquaintance who seemingly is pos- 
sessed of an abundance of pep and 
energy, 2 good many of us have, at one 
time or another, heard the familiar say- 
ing “There’s a going concern”, without 
realizing the fundamental truth or prin- 
ciple underlying that saying. In reality, 
each and every human being (‘‘You, In- 
corporated”) is just what the saying im- 
plies — a human “‘going concern”. 

In preparation of the “chart of ac- 
counts” and throughout the text of this 
article, business and accounting terms 
have been used and are expressed with 
inverted commas. In the analogy, “legal 
incorporation” means the beginning of 
a new life as a going concern, “charter” 
means the birth certificate and “subsidi- 
ary” means a child. Other business terms 
have parallel meanings in the conduct of 
life. 
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Incorporation 

In the beginning, your legal incorpora- 
tors make application for and receive a 
“charter” setting forth the “date of in- 
corporation” and granting to “You, In- 
corporated” all legal rights to commence 
the “business” of life as an active and 
growing “‘subsidiary” of a “parent” or- 
ganization for a specified period, usually 
21 years. Thereupon, “You, Incorporat- 
ed” becomes a fully independent “going 
concern”, accepting the responsibility for 
the management of your own affairs, and 
if “You, Incorporated” so desires, the 
right to “contract” and effect a ‘“‘merger” 
of your own choice and the eventual ac- 
quisition and control of your own “‘sub- 
sidiaries”’. 

During the years following the date 
of incorporation, “You, Incorporated” 
will experience many “‘cycles” of life's 
favorable ‘“‘upswings” bringing momen- 
tary happiness and pleasure and unfavor- 


able “‘down-trends” that will require 
patience, understanding, real ability and 
good management to keep “You, Incor- 
porated” in a “solvent” position as a 
“going concern” until the day of volun- 
tary and inevitable ‘‘dissolution’’. 


Book Values 


The “book-value” of the human being 
(“You, Incorporated”) is similar in re- 
spect to those of a business corporation. 
In a corporation, the “book-value’” of 
assets minus liabilities reflects the “net 
worth” (capital and surplus) on a mone- 
tary basis, whereas in “You, Incorp- 
orated” the “book-value” of your good 
qualities, minus an allowance for bad 
faults, reflects your ‘‘net worth” on the 
basis of moral character. 


Profits 


The human being (“You, Incorpor- 
ated”) like a business corporation is 
equally in existence for the specific pur- 
pose of “‘selling’’ a product and realiz- 
ing a “profit”. Such profits as realized 
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may be classified as ‘“material’’ and 
“spiritual”. 

A corporation derives material profit 
from the manufacture and marketing of 
its product, which may be termed the 
“pleasure of serving”, while the human 
being (‘‘You, Incorporated’) derives 
material profit from marketing a product 
of mental or manual exertion in the role 
of employee which likewise may be term- 
ed “serving with pleasure”. 

In the realization of spiritual profit, 
the corporation benefits through the pro- 
motion of good public and personnel re- 
lations, a very important factor to the 
community in which it is located, where- 
as the human being (“You, Incorpor- 
ated”) derives spiritual profit through a 
high moral standard of living, the con- 
tributing factor to society in general. 


Chart of Accounts 


The following ‘chart of accounts’’ has 
been drawn up and presented with mean- 
ing and annotation, and in the opinion 
of the author, parallel in a comprehen- 
sive vein those of a business corporation. 


ASSETS 

Current 

Cash on hand and in bank: In “You, 
Incorporated”, this represents honesty 
and integrity. WHonesty and integrity, are 
the most valuable assets ‘You, Incorpor- 
ated” can possess, should at all times be 
safeguarded against loss and kept in a 
favorable ‘‘balance’’ position. 


Marketable Securities: Here taken to 
mean Frankness, Good Judgment, Initi- 
ative, Willingness and Sincerity. These 
are all high-grade negotiable securities 
“You, Incorporated,” should acquire for 
the excellent high-rate of “yield” they 
offer. 

Accounts Receivable: Acts of Kind- 
ness, Goodwill extended. Accounts re- 
ceivable are represented by the little 
favours of kindness and consideration 











“You, Incorporated” extend to others, 
who you hope will reciprocate should 
the occasion arise. Your “accounts re- 
ceivable” will show a sound “debit” 
balance through the good-will and bene- 
volent effort “You, Incorporated” extend 
as a worthy citizen of your community 
which will result in few “write-offs” or 
“bad debts’. 

Inventories: Perseverance, Determina- 
tion, Personality, Knowledge, Ability, 
Faith, and so on. These are the inven- 
tories of ‘raw materials’, “work-in- 
process” and “finished goods” or stock- 
in-trade required by “You, Incorporated” 
to achieve your hoped-for success. In 
keeping the basic “raw materials’ con- 
stantly “in process” of improvement, a 
good “finished goods” product, for 
which a ready market is always available, 
will be the result. 


Fixed 

Buildings: This is your body. Your 
body is the “factory” building of “You, 
Incorporated,’ upon which the valuation 
is judged and assessed by the exterior ap- 
pearance and interior cleanliness of the 
mind. 


In keeping the exterior neatly dressed 
and the interior clean of thought and 
pure of deed “You, Incorporated” will 
be in possession of a valuable piece of 
property. 

Machinery and Equipment: Brain, 
Heart, Internal Organs, Limbs and so 
on. ‘The brain is the “power plant’’, the 
heart is the “generator”, internal organs 
are the “machinery”, and the arms and 
legs considered as ‘‘delivery equipment” 
of “You, Incorporated”. 


This machinery and equipment is 
highly specialized and precision-built to 
withstand a lifetime of operation under 
all sorts of normal or abnormal condi- 
tions. 

If the maximum of operating efficien- 
cy is to be obtained, this machinery must 
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have proper use and infinite care with 
periodic “check-ups” to prevent unneces- 
sary “break-downs” or costly repairs, and 
sometimes permanent ‘‘shut-downs”’ 
caused through neglect. 


Less, Reserve for Depreciation: Mental 
and Physical abuse. “Depreciation” is 
the amount or “‘rate” of mental or phys- 
ical abuse caused by excessive nerve 
strain, fear, worry, or riotous living, “‘in- 
flicted upon the body and soul of “You, 
Incorporated”. Endeavour to keep your 
building, machinery and equipment in 
good mental and physical _ stability 
through proper recreational exercises, 
righteous living and peace of mind 
which will tend to reduce depreciation 
to a minimum. 

Prepaid and Deferred Assets: The 
various senses such as Sight and Hear- 
ing. These are God-given assets, ac- 
quired by “You, Incorporated” at birth 
as “insurance” and “prepaid aid” in ful- 
filling the needs of your everyday exist- 
ence, and are “‘deferred’”” over your en- 
tire lifetime. Neglect of any of these 
important assets causing impairment re- 
sults in costly ‘‘re-instatement” and it is 
sound “‘policy’’ to have these assets ex- 
amined periodically and thereby enjoy 
low-cost insurance of these very import- 
ant senses. 


LIABILITIES 


Current 
Accounts Payable: Favors received; 
Advice obtained: Criticism Accepted. 
Accounts payable are the many acts of 
kindness, advice and constructive crit- 
icism extended to “You, Incorporated” 
by your friends and associates, whose 
help and advice make your daily life 
more pleasant and worth-while. 
Re-payment of these moral obligations 
by reciprocal deeds firmly establishes an 
enviable “rating of credit’’ to the com- 
munity by “You, Incorporated”. 
Accrued Liabilities: Unfulfilled Prom- 
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ises. These are the little things which 
“You, Incorporated” readily promise to 
do for others but, owing to more pressing 
obligations, you keep putting off or ab- 
sent-mindedly forget entirely. Do not 
make promises which “You, Incorpor- 
ated” cannot reasonably fulfill, and elim- 
inate these sometimes embarrassing ‘“‘ac- 
cruals”’. 


CAPITAL AND SURPLUS 


Preferred Stock: Your Family. All 
the members of your family comprise the 
“Board of Directors” and hold the “pre- 
ferred” stock in “You, Incorporated”. 
They provide the policies of guidance, 
counsel, advice and experience whenever 
it is meeded, and they rely upon your 
faith, good judgment and behaviour, as 
assurance that their “stock” in “You, 
Incorporated” is a sound investment 
yielding a good “dividend”. 

Common Stock: 
Associates. The 


Your Friends and 
“common” stock of 


“You, Incorporated” has “no-par value” 
and may in some respects be regarded as 


“speculative”. It may be held entirely 
within the limits of your community or 
be widely distributed. 

It is simply the degree of admiration 
and respect acquired and held by your 
friends and associates according to the 
standards of moral conduct shown by 
“You, Incorporated”. 
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Earned Surplus: Spiritual Profits. 
These “profits” are derived from the ful- 
filment of your obligations to society in 
general, living up to the moral standards 
expected of you, and in selling “your- 
self” as a “brand-name” product and in 
so doing reap the “profits” of your 
labours plus the satisfaction of getting a 
little more pleasure and enjoyment out 
of life in return for the efforts “You, 
Incorporated” put into it. 


Summary 

If “You, Incorporated” have been op- 
erating in the highly competitive “busi- 
ness” of life at a “loss” and without 
benefit of spiritual “working capital”, 
now is the time to “close” the books of 
your past “‘fiscal” period. Sit down and 
“take inventory” of yourself, prepare the 
“balance sheet” and write up your “an- 
nual report’’. 

Appoint God as your “auditor and 
consultant”, and if spiritual “bankrupt- 
cy” seems inevitable, “reorganize” your 
ways of living in accordance with the 
teachings and ‘‘standards’” of God’s Holy 
Word, and the ultimate results will be 
the continuity of “You, Incorporated” as 
a well-organized and efficiently-operated 
“going concern” spiritually and material- 


ly. 


SEVENTH INTERNATIONAL CONGRESS ON ACCOUNTING 
The Netherlands’ Invitation Accepted 


The seventh International Congress on Accounting is to be held in Holland in 1957. 
Following the Sixth International Congress which took place in London last year, several 
countries proffered hospitality for the next congress and the accountancy bodies throughout 
the world have now indicated a clear preference for the acceptance of the invitation of the 
Netherlands. 

The secretary of the Sixth International Congress has accordingly written to the Neder- 
lands Instituut van Accountants accepting the invitation and asking them to commence making 
the necessary arrangements. The name and address of the secretary of the Nederlands Instituut 
are: Mr H. C. Treffers, Secretaris, Nederlands Instituut van Accountants, Amsterdam C, 
Herengracht 491, Nederlands. 














A Recent Book 


Internal Auditing for Management — 
The Relationship of Internal Auditing 
to Management Controls, by Frank A. 
Lamperti and John D. Thurston; pub- 
lished by Prentice Hall, Inc., New 
York, 1953; pp. 496 and index; price 
$7.95 US. 

This is an excellent book. The subject 
is covered very thoroughly and indicates 
a great deal of study in the preparation 
of the material. 

Of course this book will be of real 
practical interest to all accountants em- 
ployed as internal auditors. They will 
find much material of value to them. 
However, it will also be of value to ac- 
countants in other positions. For recent 
graduates who are contemplating going 
into industry this book will give an ex- 
cellent outline of the role of internal 
auditor, and it may enable them to de- 
cide whether that is the type of work 
they would like to do. Accountants em- 
ployed by a company that has an internal 
auditing department may understand bet- 
ter the purposes of the internal audit 
group and the uses that can be made of 
their services. Accountants employed by 
a company that does not have an in- 
ternal audit department may find out 
whether or not one would be appropriate 
for their own company. 

This book has three main parts, en- 
titled “management controls”, “internal 
auditing”, and “the survey” together 
with six appendices. 

The section on management controls, 
160 pages, discusses the problems of 
company management, a knowledge of 
which is essential if an internal auditor 
is to understand his role properly. In- 
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cluded are chapters on organization 
structure, accounting and budgetary con- 
trols, controls through methods, pro- 
cedures and internal auditing, and the 
relationship of internal auditing to cost 
accounting and other controls. 

The section on internal auditing, 130 
pages, deals with the auditing techniques 
in the various areas which an internal 
auditor will examine such as cash, re- 
ceivables, payrolls, and inventories. 
There is a chapter on the organization 
and operation of an internal auditing 
department. 

The section on the survey, 70 pages, 
covers the relatively new area of a func- 
tional audit in which a survey of each 
operation is made. Chapters cover 
specifically surveys of procurement, func- 
tion, internal controls, traffic activities, 
advertising and marketing. 

The Institute of Internal Auditors, 
which has chapters in Canada, conducted 
a survey throughout the United States 
and Canada, to establish the auditing 
practices of leading corporations. A 
great deal of the material from this sur- 
vey was used in the preparation of this 
book so providing a sound factual back- 
ground. Included separately in the ap- 
pendices are 10 pages setting forth the 
results of the survey. 

This book is recommended to all ac- 
countants who have an interest in in- 
ternal auditing, a relatively new scientific 
tool of management which is growing in 
importance rapidly. There are very few 
books on the subject and this is certainly 
one of the more important ones. 

GEOFFREY H. WARD, C.A. 
Toronto, Ontario. 





Professional Notes 


ALBERTA 


Patriquin, Duncan, McClary, McClary & 
Co., Chartered Accountants, Edmonton, an- 
nounce the admission to partnership of Mr 
Keith F. Cardiff, C.A. 


o * * 


Moran, Fenton & Co., Chartered Account- 
ants, Winnipeg, announce the opening of an 
office for the practice of their profession at 
905 8th Ave. W., Calgary. Mr H. W. 
Bliss, C.A. will be resident partner and the 
practice will be carried on under the firm 
name of Moran, Fenton & Bliss, Chartered 
Accountants. 


BRITISH COLUMBIA 


Mr Alan F. Park, C.A. announces the 
opening of an office for the practice of his 
profession at 2911 Barnard Ave., Vernon. 

* * * 


R. J. Casson & Co., Chartered Accountants, 
announce the opening of an office for the 
practice of their profession at Ste. 4, 632 View 
St., Victoria. 


ONTARIO 


Mr S. B. Marks, C.A. announces the re- 
moval of his offices to 1 West Ave. S., 
Hamilton, Ont. 


Messrs Donald Gurarie, C.A. and Leon 
Panzer, C.A. announce the formation of a 
partnership for the practice of their profes- 
sion under the firm name of Gurarie, Panzer 
& Co., Chartered Accountants, with offices 
at 30 Bloor St. W., Toronto. 


News of Our Members 


A booklet entitled “Welcome to the Sas- 
katchewan Power Corporation”, issued under 
the direction of Mr F. Copithorne, C.A. 


QUEBEC 


Quebec Institute Executive 
Entertained by Quebec City C.A. Committee 


The customary summer meeting of the 
executive of the Quebec Institute was held 
on August 10 in Quebec City. Members 
present included Messrs Rosaire Courtois, 
president, Alex Archibald, Henri L. Belanger, 
Jacques Belanger, L. N. Buzzell, U. E. 
Houghland, C. N. Knowles, N. C. D. Mac- 
Taggart, W. S. Munro, R. M. Parkinson, 
Howard I. Ross, Sidney Schwartz, P. F. Sey- 
mour, J. C. Thompson, Lucien D. Viau, and 
Mrs Ethel Dixon, assistant secretary. 

The Institute’s Quebec City Committee, un- 
der Mr Raymond Fortier, entertained the 
executive at the Royal Quebec Golf Club, 
Boischatel, with cocktails and dinner, and a 
golf tournament ‘between the Old Capital 
and Metropolis Chartered Accountants. Mr 
Fortier was assisted by Messrs J. Paul Bolduc, 
Maurice DeCoster, Roger H. Stanton, Godfrey 
Gourdeau, Robert DeCoster, Jean Pierre Four- 
nier, and Maurice Godbout. 

Mr A. Emile Beauvais was also a guest 
and represented the C.I.C.A. 

& * o 

W. J. T. Adamson & Co., Chartered Ac- 
countants, 721 Birks Bldg., Montreal, an- 
nounce the admission to partnership of Messrs 
John D. Hogg, C.A. and Albert Tzventarny, 
on Xe 


SASKATCHEWAN 
George A. Touche & Co., Chartered Ac- 
countants, Wheat Pool Bldg., Regina, an- 
mounce the admission to partnership of Mr 
H. D. Rendall, C.A. 


(Sask.), has won first prize in the 1953 
Better Copy contest of the Public Utilities 
Advertising Association. The association, 


178 





Obituary 


_ which met recently in St. Louis, Missouri, 
reports that more than 2,000 entries in all 


were submitted. 
Mr. Hugh E. Brown, C.A. (Ont.), has been 


Obituary 


Sinclair George Richardson 

The Institute of Chartered Accountants of 
Ontario announces with regret the death of 
Sinclair George Richardson, F.C.A., at Hamil- 
ton, on July 25, 1953 in his 82nd year. Born 
in Scotland, Mr Richardson emigrated to the 
United States and settled in Hamilton, On- 
tario in 1904. He commenced practice as a 
public accountant soon after his arrival and 
was admitted to membership in the Institute 
in 1925. He was elected a Fellow in 1944 
for distinguished service to the profession. 

Mr Richardson was a thirty-third degree 
Mason, a member of many clubs, and a bene- 
factor of numerous charities. 

To his daughter, the president and mem- 
bers extend their sincere sympathy. 
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appointed Deputy Treasurer of the Province 
of Ontario to succeed Dr. Chester S. Walters, 
C.A. (Que.), who retired on August 24 on 
his 75th birthday. 


Francis Garnet Hopper 

The Institute of Chartered Accountants of 
Saskatchewan announces with deep regret the 
death on July 28 of Francis Garnet Hopper 
in Toronto. 

The late Mr Hopper was born at New 
Hamburg, Ontario and attended school in To- 
ronto. He joined the National Trust Com- 
pany in Regina and later transferred to its 
Saskatoon and Toronto offices. He had been 
a member of the Saskatchewan Institute since 
1914 and in 1935 he was elected a Fellow in 
recognition of his services to the Institute. In 
1945 he became a member of the Ontario 
Institute also. 

To his widow and son the members of the 
Institute extend their sincere sympathy. 


PHOTOGRAPHS OF THE 5lst ANNUAL MEETING 


Copies of any of the photographs appearing in this issue may be obtained by writing 
to the Editor and specifying the print or prints required. 
Glossy prints 8” x 10” are available at $1 each. An invoice will be sent when the 


order is filled. 





Accounting Research 


By Gertrude Mulcahy, B.A, C.A. 
The C.1.C.A. Research Department 


BALANCE SHEET ITEMS — CURRENT LIABILITIES 


Trade Accounts 
Payable and Accrued Charges 

ULLETIN No. 1, issued in October 
1946 by the Committee on Account- 
ing and Auditing Research of the Can- 
adian Institute of Chartered Accountants, 
states that current liabilities should be 
segregated as between the main classes, 
viz., bank loans, trade creditors, accrued 
liabilities, dividends payable, taxes pay- 
able, etc., if the respective amounts are of 
material significance. The general prac- 
tice in Canada appears to be to group 
“trade accounts payable and accrued lia- 
bilities” in their presentation on the fin- 
ancial statements. Although their simi- 
larity in mature might sanction such 
grouping, there is a fundamental differ- 

ence between these two items. 
A trade accounts payable may be de- 
fined as an amount due to a creditor for 
commodities or services obtained in the 


course of ordinary business operations 
which has not been paid or converted 
into some other form by the giving of a 
note, mortgage, etc. An accrued charge 
or liability is that portion of an eventu- 
ally larger debt not yet due which has 
been incurred in respect of goods or ser- 
vices already obtained. The main dis- 
tinction between these two terms is that 
accounts payable are in respect of com- 
pleted contracts or transactions whereas 
accrued liabilities are in respect of con- 
tracts or transactions which will be com- 
pleted in the future. 

Figure 1 below sets out the balance 
sheet presentation of trade accounts 
payable and accrued charges in the state- 
ments analyzed for 1951, 1950 and 1949. 
Since the segregation or grouping of 
these two items is determined in each 
case by taking into account the relative 
significance of each in relation to the 


Figure 1 
BALANCE SHEET PRESENTATION OF 
TRADE ACCOUNTS PAYABLE AND ACCRUED CHARGES 


1951 1950 


Trade accounts payable and accrued charges shown as one figure 188 131 
Trade accounts payable and accrued charges set out as separate figures 46 33 
Shown as trade accounts payable only, no accrued charges indicated 45 32 


279 


196 


No trade accounts payable or accrued charges set out on balance sheet 13 


279 


209 












Descriptive term used 

oO eee 
Reserve 
Payable /accrued /estimated 
Taxes 





financial position of the company, it ap- 
pears that accrued charges payable are 
not material in the large majority of 
cases. 


Taxes Payable 

The Companies Act, 1934 (Canada) 
requires that balance sheets of compan- 
ies incorporated thereunder show separ- 
ately “the liability for taxes imposed by 
any taxing authority in Canada”. In the 
1951 financial statements approximately 
54% showed separate figures for the 
income tax liability and for “other 
taxes”’. 


Bulletin No. 9 issued in January 1953 
by the Committee on Accounting and 
Auditing Research of the Canadian In- 
stitute of Chartered Accountants brings 
attention to “the use of the term ‘re- 
serve’ in a number of widely different 
senses” which has “led to misunderstand- 





Example 1 
Current Liabilities: 
Bank loan — secured ............. 
Accounts payable 


Dividend payable .................. 
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Figure 2 
TAX LIABILITY 


1951 1950 1949 

36% 35% 76% 

16% 19% 20% 
eee ee eatin: 28% 16% — 
ieee iawioa toe te 15% 26% 2% 


Recoverable or receivable (in current asset 








Examples of Actual Statement Presentation 


Accrued wages and other expenses ........... as 
Income taxes — estimated, less payments thereon ............ 
Accrued bond interest: ...............c.ccccsseeees 
First mortgage and collateral trust 3% serial bonds due March 1, 1952... 




















4% 








100% 







ing of financial statements”. One of the 
items noted specifically therein was its 
misuse in the item ‘‘reserve for taxes”’. 
The committee suggests that “income 
taxes payable (estimated)” would be a 
more suitable term than the present in- 
appropriate ‘‘reserve’’ which is common- 
ly used to describe the estimated tax lia- 
bility. In cases where the existence of 
the tax liability is itself in doubt, the 
committee suggests that some indication 
should be made to the effect, e.g. “taxes 
assessed but disputed”. 


Figure 2 sets out the details of the 
descriptive terminology that has been us- 
ed in Canadian financial statements to 
describe the liability for taxes. There 
seems to be a definite trend away from 
the terms “reserve” and ‘‘provision” and 
that terms such as “payable”, “‘accrued”, 
and “estimated” are becoming more pop- 
ular. 




























$425,000.00 
296,891.02 
118,426.62 
125,331.05 
11,367.12 
85,000.00 
7,500.00 


















$1,069,515.81 
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In the above example liabilities, which 
in the ordinary course of business op- 
erations will be liquidated within the 
normal operating cycle of the business, 
have been clearly set out and adequately 
described under the ‘‘current liabilities” 


Example 2 
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heading. The description of “dividends” 
in the statement of profit and loss and 
earned surplus sets out that the dividends 
included in current liabilities are pay- 
able February 15, 1952. 


LIABILITIES 


Outstanding cheques rar 
Accounts payable, trade .................. 
Accrued payroll 


Employees’ income tax deductions ............ 


Employee saving bonds 
Unemployment insurance . 


Workmen’s compensation 
Ontario hog producers ......... : 
Other liabilities ..... 

Accrued city taxes 


Provision for provincial income tax ...............0......0.. 


In the above example the failure to 
group the individual items into the main 
classes of current liabilities results in a 
confusing maze of figures, many of which 
are relatively insignificant. The total 
sundry items, excluding taxes, amounting 
to some $13,000 would not in any way 
distort the overall picture if they were 
grouped with accounts payable, trade. 
Such grouping would make for much 
easier reading and understanding. The 
inclusion of $42.82 as a separate item 
gives it undue prominence which is prob- 
ably not warranted. 


Example 3 
Current Liabilities : 


Accounts payable and accrued expenses .... 


In complete contrast with example 2 
we have the above excerpt from a pub- 
lished financial statement. In this case 
classes which make up the figure for 


$484,209.64 
.. $267,000.00 
. 136,876.99 
63,125.21 
7,915.56 
2,023.62 
332.20 
382.49 
42.82 
2,080.11 
163.34 
584.36 
3,165.00 
517.94 


$484,209.64 


In addition, the statement has set out 
as “outstanding cheques” under current 
liabilities an amount equal to twice the 
figure for “cash on hand and in banks” 
included under current assets. Actually 
the company has a bank overdraft of ap- 
proximately $71,000. 

Since the company has made a sub- 
stantial loss in both 1949 and 1950, there 
was no Dominion income tax liability as 
a result of the loss carry-over provisions. 


Sores ivga eaten eLee eS $554,087.00 
“current liabilities’ are not segregated. 
The failure to classify accounts payable 
as “trade accounts payable” would indi- 
cate the possible inclusion in this figure 








of items arising from other than the 
normal operations of the company. 

In the statement of current operations 
some $200,000 is provided for income 
taxes on the operating results for the 





Long-Term Indebtedness 


A variety of items were set out as 
long-term indebtedness in the financial 
statements reviewed for 1951, 1950 and 
1949. Included were mortgage bonds, 
debentures, mortgages, notes, bank loans, 
deferred liabilities re purchase of assets, 
etc. Approximately 39% of the 1951, 
44% of the 1950, and 50% of the 1949 
financial statements analyzed included 
long-term indebtedness. In most cases 
particulars as to interest rates, maturity 
dates and amounts outstanding were in- 


Example 4 
Current Liabilities: 


Accrued bond interest 
Dividend payable July 3, 1951 


First Mortgage Bonds: 
Authorized 
Issued : 


current liabilities (above) 


The above example complies in all 
fespects with the recommendations con- 
tained in Bulletin No. 1 relating to 
“funded debt’”—namely the particulars 
as to description, interest rates, maturity 
dates, authorized amount, amount origin- 
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Examples of Actual Statement Presentation 


Accounts payable and accrued charges ....... phe ccotted 
Company’s contribution to employees’ pension trust in respect of 
foe periad Anrit 1 to, Fame 90, 1957 acca... esciceisscetssetssscoseseees 


Estimated taxes on income, less payments thereon .................... 
First mortgage bonds maturing September 1, 1951 . 


3% bonds maturing in annual instalments of $50,000.00 
each, from September 1, 1951 to September 1, 1956............ 300,000.00 
Less instalment maturing September 1, 1951, included in 


3% bonds maturing in annual instalments of $75,000.00 
each, from September 1, 1957 to September 1, 1962 ............ 450,000.00 
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year. It is highly improbable that all 
such tax liability has been paid by the 
year-end date and there must be a con- 
siderable estimated tax liability included 
in the current liability figure. 













« 


dicated on the balance sheet or in ap- 
pended notes. 

In Bulletin No. 1 the Committee on 
Accounting and Auditing Research of the 
Canadian Institute of Chartered Account- 
ants recommended that “unless shown 
separately under current liabilities, the 
amount of bonds payable or the amount 
of the sinking fund payment due within 
the succeeding year should be disclosed”’. 
Fig. 3 (p. 184) sets out the detail of 
this disclosure in the statement re- 
viewed. 














$394,937.40 





14,929.45 
7,500.00 
28,500.00 
203,424.38 
50,000.00 















$699,291.23 





... $750,000.00 








50,000.00 










250,000.00 





$700,000.00 





ally issued, and amount outstanding. In 
addition, the liability for the redemption 
of the bonds maturing in the succeeding 
year has been set out separately in the 
current liabilities. 
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Example 5 


First Mortagage and Collateral Trust Bonds: 


Authorized $1,200,000.00 
Issued : 
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Serial-Bonds — 4% Series due 1st June 1947-1954................ $200,000.00 


Less: Redeemed and cancelled 


Sinking Fund Bonds — 4% Series due 1st June 1961 


The set-up in the above example, while 
setting out the particulars as suggested in 
Bulletin No. 1, does not set out as a cur- 
rent liability the amount of the 4% serial 
bonds which are to be redeemed and 
cancelled on June 1, 1952. By deduction 
the interested reader can determine that 


Example 6 
Deferred Liability: 


75,000.000 
$550,000.00 
$625,000.00 


$25,000 of these bonds will be redeemed 
in the succeeding year. However, with 
regards to the 1961 4% sinking fund 
bonds no disclosure is made as to any 
terms of redemption or of sinking fund 


payments. 


4% serial first mortgage bonds maturing $25,000,000 annually on Jan- 


uary 2, 1952 to 1958, inclusive 


In the above excerpt from a financial 
statement the type of indebtedness, the 
rate of interest and maturity date, to- 
gether with the annual redemption are 


disclosed in the description. However, 
the statement fails to set out the amount 
of first mortgage bonds originally author- 
ized and issued. 


Figure 3 
AMOUNT DUE SUCCEEDING YEAR — RE LONG TERM INDEBTEDNESS 


Dollar amount stated 
in current liability 


in description of long-term indebtedness 
in notes appended to balance sheet .... 


not disclosed im fmancial statements 


1949 
57% 
12% 

5% 


1950 
59% 
23% 

3% 


1951 
52% 
20% 

3% 


74% 
26% 


85% 
15% 


75% 
25% 
100% 


100% 100% 












A WATCH does not keep time any 
more accurately for the fact it has 
a sweep second hand, albeit the sweep 
second hand does create an impression 
of precision. Do published financial 
statements not similarly create an im- 
pression of precision by showing figures 
to the last penny? When one thinks 
about the estimates, opinions, and judg- 
ments that underlie the preparation of 
such statements he must realize at once 
that the statements cannot be as ‘“‘accur- 
ate” as they look. 

Estimate, opinion, and judgment enter 
into the measurement of income and so 
affect the financial statements, in the de- 
termination of such items as deprecia- 
tion, cost of goods sold, and bad debts 
expense. (The calculation of cost of 
goods sold depends upon the particular 
method of “valuing” inventories.) More- 
over, decisions have to be made about 
whether particular costs should be 
charged as expenses or as fixed assets, 
and while the general rule for making 
such decisions is well enough under- 
stood, one must sometimes exercise his 
judgment in interpreting the rule. 

A significant part of the professional 
standing which the accountant enjoys 
comes from the need for judgment and 
expert opinion in accountancy work. 
The other day a friend of ours, a prac- 
tising accountant, said he thought all 
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published financial statements would be 
the better for rounding off the figures to 


the nearest thousand dollars. The con- 
tinued appearance of financial statements 
with figures to the last penny amounts 
in our opinion to a refusal to acknowl- 
edge the judgment and opinion that have 
entered into their preparation. 
a 

In the preface to the seventh edition 
of his Auditing Col. Robert H. Mont- 
gomery acknowledged that one of his 
pet campaigns over the years had been 
trying to get pennies omitted from all 
published statements, and he promised 
to continue those efforts. True to his 
word, he wrote a letter to the editor 
of the Journal of Accountancy dated 
April 1953 in which he said in part, 
“We are in a billion dollar era, yet we 
continue to deal seriously with pennies 
. . . . And with billion dollar balance 
sheets we find some corporations still 
clinging to the once-valuable penny. The 
penny had its use when a child could 
buy something with it; but if you can’t 
buy anything with a penny, why spend 
dollars writing about it? It costs dollars 
to deal with pennies...” 

a ee 

In a paper presented at the annual 
meeting of the American Accounting As- 
sociation in Minneapolis, September 
1952, Professor Herbert F. Taggart dealt 














186 


with “Sacred Cows in Accounting”. One 
of the sacred cows he identified as “the 
aura of infallibility which sometimes, in- 
tentionally or otherwise, surrounds the 
accountant and his works”. He then 
went on to say, ‘This notion is that ac- 
counting figures represent the ultimate 
in truth and reliability, that since ac- 
counting statements always balance to 
the penny they must be right, that ‘act- 
ual cost’ is really ‘actual cost’, and not 
merely an informed guess . . . When an 
occasional event proves that the account- 
ant is only human and that the figures 
he produces are only as good as their 
source and the interpretation he gives 
them, the results are often absurd as well 


as shocking.” (The Accounting Re- 
view, July 1953, page 319) 
oe. oe « 
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We are pleased to draw attention to 
the article included in the current Stu- 
dents’ Department, written by a student- 
in-accounts, and to note that at the time 
we are writing these notes readers have 
been good enough to provide us with 
material for the November and Decem- 
ber issues as well. And then we have, 
of course, a puzzle for each of these 
issues; we cannot fail to mention the 
contributions of those good friends who 
from month to month have supplied us 
with puzzles. This is perhaps as good 
a time as any, therefore, to express our 
appreciation for the past contributions 
and letters of readers; and to express, 
also, a hope that the shining example of 
these readers may inspire others to emu- 
late them. 

= * * 


PUZZLE 


A friend of mine once told me that 
he joined a secret society, each member 
of which was known, not by his name, 
but by a number. Thus Lane was num- 
ber 32; Lloyd was number 68; Lowell 
was number 79. 

My friend, whose name was Lecky, 
was informed that he would have to 


SOLUTION TO THE 


B 
B — Boathouse 
R — Railway bridge 
L — Lock 


change it. When he asked why, the 
society's agent replied: “Because of the 
numbers. We can’t have Lecky; we 
have a Lucas already.” 


My friend changed his name to Leckie. 
What was his number? 


(Contributed by a Vancouver reader) 


SEPTEMBER PUZZLE 
R L 


Since the time from B to R is 9% minutes 
the time from R to L is 4% minutes 
and the time from L to R is 3 minutes. 


Therefore, 


the time from R to B is 6 minutes 
and the time from L to B is 9 minutes. 


It takes the Hippocampus Rowing Club eight 9 minutes to go from Weirby Lock 
to the boathouse. 
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AN ALGEBRAIC APPROACH TO DOUBLE ENTRY: 
THE DIFFERENCE BETWEEN A DEBIT AND A CREDIT 


By Edward Stamp, B.A. 
(A student with Clarkson, Gordon & Co. Toronto, in his second year course) 


Every field of study begins with a set of 
basic concepts which are almost invariably 
expressed first of all in simple everyday 
language. Not until later does the evolution 
towards a specialized terminology take place. 
Thus geometers speak of lines and points in 
their axioms; only later do they develop the 
ideas of congruency, cycloids, envelopes, and 
so forth. The same process is followed in 
physics, engineering, philosophy, law, and 
in our own study of accounting. 

The basic language of accounting consists 


A,—L, = P, 


of two words, Deb# and Credit, and to un- 
derstand how they stand in relation to each 
other we must go back to the more familiar 
concepts of profit and proprietorship. 

If my total worldly possessions consist of a 
suit worth $50, a bank balance of $100, and 
$20 in cash, and if I owe my landlord $40, 
then I have proprietorship (or net assets) of 
50 + 100 + 20 — 40 = 130 at this par- 
ticular moment of my life. This can be 
stated in algebraic terms, as follows: 


(1) 


where A, represents my assets at point of time “1” 
L, represents my liabilities at point of time “1” 


1 . 
time “1”. 

It is important to note that equation (1) 
above is true only at a particular point in 
time. It is called the balance sheet equation 
because, like a balance sheet, it expresses the 
relationship between assets, liabilities, and 
proprietorship. In fact, a balance sheet is 
nothing more or less than a statement listing 
in detail a person’s or a corporation’s assets, 
liabilities, and proprietorship at the particular 
point in time indicated at the top of the 
balance sheet. 

Now, if one is enterprising, fortunate, and 
successful his net assets will increase, whilst 
in the opposite circumstances they will de- 


P_ represents my proprietorship or net assets at point of 


crease. For any “closed system” such as a 
single business entity which carries on busi- 
ness with other and separate entities, includ- 
ing its own proprietor(s), this change in net 
assets can come about because the system (i) 
realizes revenue, (ii) imcurs expenses, (iii) 
receives proprietorship assets from persons 
outside the system (additional “capital”), and 
(iv) distributes proprietorship assets to per- 
sons outside the system (e.g., drawings or 
dividends, as the case may be). 

Thus, in the above example if I bought a 
book for $5 and sold it for $10, I would 
end up with net assets of $135. 


If, then, 
P, = proprietorship (met assets) at point “1” in time 
P, = proprietorship (net assets) at point “2” in time 
R,, , = revenues between times “1” and “2” 
E,, , = expenses between times “1"’ and “2” 
P,, , = net change in proprietorship (positive or negative) from outside the 
“system” between times aaa "2" 
We can write, 
Py Ft Bg By = Fog (2) 
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We can also rewrite equation (1) so that it applies at time “2” thus, 


A, — L, = P, (3) 
Combining equations (2) and (3) above we have, 

A,— L, = P, + R,,— Ep, + Pp, (4) 
or, rearranging equation (4), 

A, + E,, = L, + R,, + (P, + P,,) (5) 


It should be noted that equation (5) is 
a combination of equations (2) and (3) and 
therefore expresses the relation between quan- 
tities which are fixed at any point in time 
and quantities which have changed over a 
given period. It gives us a picture of the 
dynamic processes of a business enterprise. 

Equation (5) expressed in words would 
read as follows: “The assets at time “2” plus 
the expenses incurred between times “1” and 
“2” equals the liabilities at time “2” plus 
the revenues realized between times “1” and 
“2” plus movements of proprietorship into 
or out of the business between times “1” and 
a 

If time “1” is the time of the last balance 
sheet (when A, — L, = P,) then equa- 
tion (5) must represent the condition at 
any point in time “2” later. In practice 
businesses classify and arrange the quantities 
in equation (5) in a book called a general 
ledger. This book consists of “accounts” 
which are sub-groupings of the assets, ex- 
pemses, etc. in equation (5). This arrange- 
ment provides more information, but at all 
times the quantities on the left hand side 
(L.H.S.) must equal the quantities on the 
right hand side (R.H.S.), and this is where 
the idea of debits and credits is introduced. 

The accountant has adopted the simple 
convention of calling increases in quantities 
on the L.H.S. and decreases in quantites on 
the R.H.S. “debits”, and increases in quanti- 
ties on the R.H.S. and decreases in quantities 
on the L.H.S. “credits”. This is all there is 
to Dr. and Cr. and their association with 
the words debtor and creditor is unfortunate 
and, except in rare cases, quite irrelevant. 


Since the = sign compels us to main- 
tain the identity of L.H.S. and R.H.S. we can 
now see that an increase of some quantities 
on the L.H.S. must be made in conjunction 


with an equal decrease in quantities on the 
L.H.S. or an equal increase in quantities on 
the R.H.S. or some combination producing 
the same result, but at the end the L.HS. 
must still equal the R.H.S. 


Thus, suppose we wish to record an in- 
crease in assets. Because assets are on the 
L.H.S. we record their increase by a debit 
entry, following the description of a debit 
given above. The increase in assets must 
be accompanied by an equal decrease in other 
quantities (assets or expenses) on the L.H.S. 
—which requires a credit entry—or by in- 
creasing some of the quantities on the R.H.S. 
(liabilities, revenues, or proprietorship) by 
an equal amount — which also requires a 
credit entry. We can now see how the use of 
this equation produced the double entry 
system of bookkeeping, because if we make 
a debit entry in our books we must always 
make an equal credit entry. And conversely, 
the use of Dr. and Cr. in the manner of 
the above description is bound to maintain 
the identity of equation (5). 

To recapitulate: 

Debits record increases in assets and ex- 
penses and decreases in liabilities, rev- 
enues, and proprietorship. 

Credits record increases in liabilities, rev- 
enues, and proprietorship and decreases 
in assets and expenses. 

The only problem left is to decide which 
accounts are to receive the debit and credit 
entries. This problem is solved by asking 
ourselves what is the nature of the trans- 
action involved. We have simply to de- 
cide whether we have received or given assets, 
increased or decreased liabilities, and whether 
we have realized revenue, incurred expenses, 
or directly introduced or withdrawn capital 
from outside the business. 


LT 





ee a ae ae 
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PROBLEMS AND SOLUTIONS 


Solutions presented in this section are prepared by qualified accountants and reflect 
the personal views and opinions of the various contributors. They are designed not as 
models for submission to the examiner, but rather to provide such discussion and explana- 
tion of the problems as will make their study beneficial. The editor will welcome dis- 
cussion of the solutions published. 


PROBLEM 1 
Intermediate Examination, October 1952 
Accounting II, Question 3 (15 marks) 


The following balances appear on the books of a parent company and its subsidiary: 
As at 31st December 


F Parent Company Ltd. 1948 1949 1950 1951 
Investment in subsidiary ..... phate $ 174,000 $ 190,500 $ 243,000 
SRENMENE So ses bac onset pase arestcacexsyese tas ...... 240,000 260,000 248,000 255,000 

G_ Subsidiary Company Ltd. 
sala anita canrenck $200,000 $200,000 $200,000 $200,000 
MMB a yicsaes ovo Sat ora ead ecew Abeedses 100,000 124,000 140,000 160,000 


The subsidiary’s capital stock consists of 2,000 shares of a par value of $100 each. 
The parent company’s transactions in the subsidiary stock were as follows: 


1 Jan 1949 Purchased 1,200 shares 
1 Jan 1950 Purchased 100 shares 
1 Jan 1951 Purchased 300 shares 


The investment in subsidiary account in the parent company’s books was charged 
with the cost of the stocks purchased and no other entries had been made in this account. 


Required: 
Prepare statements showing the computation of the amounts of goodwill (positive 
or negative), surplus and minority interest, which would appear on the consolidated 


balance sheets as at 31 Dec 1949, 1950 and 1951. 


A SOLUTION 
F PARENT COMPANY LTD. - G SUBSIDIARY COMPANY LTD. 
STATEMENT OF GOODWILL, SURPLUS, AND MINORITY INTEREST 
FOR CONSOLIDATED BALANCE SHEETS 
at 31 Dec 1949, 1950, and 1951 


As at 31 Dec 1949: 


Goodwill on consolidation: 
B Co. Ltd. capital — 2,000 shares — $200,000 





A Go, itd. shate — 1,200 x 200,000 ........5..5......:656006008 ear $ 120,000 
2,000 
B Co. Ltd. surplus as at 31 Dec 1948 — $100,000 
Hee. Eitd, SATE — 1,200 ©. 100 GO0 iii ccc. ceesiicecisscsssesesanceee 60,000 
2,000 _ 
A Co. Ltd. share of capital + surplus B Co. Ltd. 180,000 
Purchase price of 1,200 shares B Co. Ltd. ............ 174,000 
6,000 


Excess of book value over cost of investment in subsidiary Bash 
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Surplus on consolidation: 


Surplus — B Co. Ltd. as at 31 Dec 1949 ... 
Less minority interest thereon 


OO TRIS E NO: ao: 2 retin nclencdctiieta ae OO 
2,000 
Surplus elimination ....... pir enadeeatsehuakaoeiastners ecee nhs oes eee ll 


WOEERINEM PRD, IIR Gonos 0d casei sesvcocesessgpigcenied hdsussbisigsinns ties 


Minority interest 


Surplus — B Co. Ltd. 800 x $124,000 200.00. ooo... ne ies seit 


2,000 
Capital — B Co. Ltd. 800 x $200,000 ......0....0.00cceee ee 


2,000 


As at 31 Dec 1950: 
Goodwill on consolidation: 


Excess of book value over cost of investment on consolidation 
BSE SUOTDER APIO AS OVE 552s socks cisecanedescapoicssess 
Adjustment re additional purchase 1st Jan 1950: 
B Co. Ltd. capital — 2,000 shares $200,000 
A Co. Ltd. additional investment 
er ON ose es Biri dea a ela 


2,000 
B Co. Ltd. surplus as at 31 Dec 1949 $124,000 
A Co. Ltd. share re additional investment 





100: x $124,000 ............0.:s.. pla acepeotercsias tenants + 6,200 
2,000 —_ 
$ 16,200 
Purchase price 
RIOR OO =" BIFEMO0 | acca ddnandccns BESO 


Goodwill on additional purchase 


Excess of book value over cost of investment in subsidiary 


Surplus 


IRN NN casas esac csdesacpecweacs cosah sven case rctenssssesuvsavcquseancee > ER OROOD 
Less minority interest thereon 
700 X 140,000 ooo... _....$ 49,000 


2,000 
Surplus elimination 
CR RIOD So sreirss tite cesremescnerveeens $ 60,000 
ee | 2 ere Yee alti 6,200 66,200 115,200 





Surplus A Co. Ltd. ...... ae atte eek daes ae 
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109,600 


$ 14,400 
260,000 


$ 274,400 


...$ 49,600 


$129,600 


$ 6,000 


—300 


$ 5,700 


24,800 


248,000 


$ 272,800 


~perermes 





As 





7 


2 Oo IS EERE 
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Minority interest 


Sabpies- 3 550), Eitd:. FOO: TAO OOD cscs cgacecnscesh ccs cescetecstsnins 


2,000 
Capital PORE LOOUIOO o.5.ksu5 cavcsensossitscees 


2,000 
As at 31 Dec 1951: 
Goodwill on consolidation 

Excess of cost over book value of investment on 
consolidation as at 31 Dec 1950 ... 

Adjustment re addiitonal purchase 1 Jan 1951 
B Co. Ltd. capital 2,000 shares — $200,000 
A Co. Ltd. additional investment 

FOO KE ZOOS: ssessseseseassscescees 


2,000 
B Co. Ltd. surplus as at 31 Dec 1950 — $140,000 
A Co. Ltd. share re additional investment 
PE BNP cos sti vtvesssevsebevectaveencee ; 


2,000 


Purchase price $243,000 — $190,500 . 


ERI OPANE ager saa te ds atts saa aussee easton 
Excess of book value over cost of investment in subsidiary . 
Surplus 
B Go, Lid, SULpIUS OS At 31 PEC TGSL. onic. cciocscccsscccssccosssienanee 
Less minority interest 400 x 160,000 ... $ 32,000 
"2,000 
Surplus elimination 
‘oS eeoereeee $ 60,000 
I BI asics 6,200 
PRUNING NEBR asdresssescescsesitkes 21,000 87,200 


es I; GUN ses ENS, AR 


Minority interest 


sures So: Et: “SOCK: 160000 ai... si0c. cies cssccsagocscense 


2,000 
Capital 400 x 200,000 . 


2,000 


EXAMINER'S COMMENTS 
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$ 49,000 


70,000 $ 119,000 


$ 5,700 
$ 30,000 
21,000 
$ 51,000 
52,500 
teeta ne —1,500 
$ 4,200 
$ 160,000 


119,200 $ 40,800 


255,000 


$ 295,800 





32,000 


40,000 








$ 72,000 


Many candidates showed a lack of knowledge of the principles involved in the deter- 


mination of goodwill and surplus. 
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PROBLEM 2 
Final Examination, October 1952 
Accounting II, Question 7 (10 marks) 


You are reviewing with a tax assessor his proposed assessment of the income of a 
limited company operating a bakery. He informs you that he intends to treat the proceeds 
from sale of bread tickets as income at the time the tickets are sold. The company’s 
practice has always been to credit the proceeds of tickets sold to a liability account, which 
is reduced as the tickets are redeemed. 

Required: 
What arguments against his stand do you point out to the assessor? 


A SOLUTION 

The Income Tax Act taxes income from a business and states that the income of a 
business is the profit of the business. In determining profits the proceeds of ticket sales 
are not income at the time received but only when earned by the delivery of merchandise 
(or the rendering of services). Until earned these amounts are deferred income and 
represent a liability to deliver merchandise (or to render services) in the future. In 
the case in question the amount of the tickets sold but not redeemed at the business 
year end represents a liability to deliver bread of equivalent value. The company has 
always shown such a liability in its accounts. 

To treat the proceeds of ticket sales as income at the time received breaks the 
accounting rule, “do not anticipate profits’. Presumably the assessment is an interpreta- 
tion of section 12(1)(e) of the Act but a liability to deliver merchandise or to render 
services in the future is not a “reserve” or an “amount transferred to a contingent 
account”. 


EXAMINER’S COMMENTS 


Those with a knowledge of specific tax cases on this question seemed to dwell on 
them too much, and understressed other main points, or else took an attitude of defeatism. 


PROBLEM 3 
Final Examination, October 1952 
Accounting II, Question 8 (25 marks) 


R is the owner of R Company an unincorporated manufacturing business. The fiscal 


year end of the business is 30 April. 
The following is the condensed balance sheet of the business as at 30 April 1951: 


Current assets ........................ $265,000 Current liabilities ..... wssuseee $132,000 
SENIOR 5 cincespho sss arene 164,000 ee ML Sisk eae 297,000 
$429,000 $429,000 





The following is the statement of profit and loss of the R Company for the year 
ended 30 April 1951: 
ct eli ok re 
Less cost of goods sold (1) ..............4.. ake Te re 


LE PeUe RUCMNTC CRIN TORS ooo ciscsccsp cep ricios tees cosveieant ah esvies Sivisdctieicte 29aeo 





SS TE Tren 


} 











Ae ETE 


} 
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Less expenses: 


Salesmen’s salaries and commission ..... 1 Othe 40,000 
PPP MNNNNI SFist ich ies tag Sade oe sveacpacaies aloes preaches eceren 65,000 
Salesmen’s travelling ........................ Ase tse ae eae eet 21,000 
Pe OND ssc ia ha, eessess cei ScRveaesiennss thst iene thtnatwcamen vets 18,000 
UO RNIN inc esis cvenesesditiasaasiese il OE et hear rte 32,000 
NOPE ARMAND ct ee ptad cd Rskud Seta ics kaiscninaoutn ade risen eee tS 9,000 
DN Ned Nine a ses Sots nN tie hd A ar SA ahags ietate ds eels 11,000 
Insurance on inventories and equipment Apiaceae: 4,500 
Pension plan contributions .......00...00.0......... Fi slat ten Bete 13,400 
Premium on insurance on life Of Rooo..ccccoocccecccccccccecccecceeeeeeeeeees 1,800 
NMI IRIMNES PER ic Po resale cE (eka de ck Doster pak cs gran topes cise 600 
Donations—Community Chest ..............0.0.0..ccccccccceeeees $ 3,500 
Red Cross ......... TR Seton eran re 1,500 
RI 6 oo asrcesn irc varascdadswakkeko de : ; : 2,200 7,200 
$ 223,500 
Net profit for the year ................cccccece eet aerate) eed keh 2 


(1) Including depreciation at 10% per annum on the cost of the equipment 
on hand as at the year end. 


Equipment—(class 8, 20%) at cost , seankGisleiusasuhedeaadancceusciaets tals Ate 
Accumulated depreciation . aes bn : ay gcse ltec vata tae 92,000 
as per condensed balance sheet ....... el Bai Re eh ict nce rr 


The net book value of the fixed assets at the beginning of the year was the same as 
the undepreciated capital cost for income tax purposes. 

The pension plan provides for a 6% contribution by the R Company and the payments 
for the year include $1,080 in respect of R. No other contributions in respect of any of 
the employees exceed $900. 

On 1 June 1951 R withdrew $60,000 in cash from the business. 

R decided that his business should be incorporated and on 1 Aug 1951 the R Co. Ltd. 
took over all assets and liabilities in the R Company at book values in return for 4,962 
shares of no par value in the R Co. Ltd. 

The following is the statement of profit and loss of the R Company for the three 
months ended 31 July 1951: 


ES een serra Per eaters eee eee $ 296,000 
BPE RIOT CHE OS HOU MED cs csc ccc scccosssdecsuepeesetcxsasianeraecnaeseas Se nseeternee 227,000 
ERM INs MMRNDED CIENT RECO 5c c5ccu 05g a5 4221.29 esse csnassnnsgs vonchacreseosedsuvensavatieeess ....$ 69,000 
Less expenses: 
Salesmen’s salaries and commission ........ 11,000 
PVORIANAIN  cissncrcos sha veseseee ie 14,000 
Salesmen’s travelling . 5,000 
WS SUING sakes isso sees exe 4,500 
RRO BRIEEIOS is sc ccscigssicsessscce> Re eee etna ist rca ree 9,000 
RaRRN OR IONINEE cvs. crcth ch celts carvcyor nm tatinesnvt stems’ 2,300 
2,750 


MN cic ecttinen ic eieree tana rs dass 
Insurance on inventories and equipment ....................:eee Pee 1,200 
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Pension plan contributions (including $270 in respect of R)........ 3,400 F 
Premiums on insurance on life Of Roo.......cccccccccccccccccseesceeseeseeeseeeeeees 450 
DaMeIND ENN EEE re ROWE Eee Teo tel ahh Lede mores 200 
Doenations—Gommieuttity Chest .......6565..660.0.0sc.c00ccc5i.csesovaztecesees $3,500 
MEIER. 2. ces cso seca rreces bask coves usd ergaee as porecscotstelste 600 4,100 
$ 57,900 
Ripeeen it Or ta MERE 28 td. ors Shir erie als ay cone $ 11,100 | 


(2) Including depreciation at 10% per annum on the cost of equipment on | 
hand, there being no additions or dispositions since the last fiscal year end. 
R receives a salary of $500 per month from the R Co. Ltd. 
R’s income from other sources for 1951: 


Interest on Government of Camada Bonds ....0..........ccccccccccceseceseceseseeeeeees $ 5,000 
Dividends on preferred shares of taxable Canadian Companies ............ 6,000 
Dividends on common shares of taxable Canadian Companies ............ 9,000 


R is married with three children aged 22, 19 and 17. The two oldest are attending 
university and during the summer of 1951 earned $450 and $650 respectively. The youngest 
receives an income of $300 per year from the estate of an uncle. 

Required: 

Statement showing your computation of the minimum income tax payable by R for 

the year 1951. , 
NOTE: Section 31(1) of the Income Tax Act as at 31st December 1951 read as follows: 
31. (1) Rates——The tax payable by an individual under this Part upon his taxable income 
or taxable income earned in Canada, as the case may be (in this section referred to as the 
“amount taxable”) for a taxation year is 


(a) 15% of the amount taxable if the amount taxable does not exceed $1,000, 

(b) $150 plus 17% of the amount by which the amount taxable exceeds $1,000 
if the amount taxable exceeds $1,000 and does not exceed $2,000, 

(c) $320 plus 19% of the amount by which the amount taxable exceeds $2,000 
if the amount taxable exceeds $2,000 and does not exceed $4,000, 

(d) $700 plus 22% of the amount by which the amount taxable exceeds $4,000 
if the amount taxable exceeds $4,000 and does not exceed $6,000, 

(e) $1,140 plus 26% of the amount by which the amount taxable exceeds $6,000 
if the amount taxable exceeds $6,000 and does not exceed $8,000, 

(f) $1,660 plus 30% of the amount by which the amount taxable exceeds $8,000 
if the amount taxable exceeds $8,000 and does not exceed $10,000, 

(g) $2,260 plus 35% of the amount by which the amount taxable exceeds $10,000 
if the amount taxable exceeds $10,000 and does not exceed $12,000, 

(h) $2,960 plus 40% of the amount by which the amount taxable exceeds $12,000 
if the amount taxable exceeds $12,000 and does not exceed $15,000, 

(i) $4,160 plus 45% of the amount by which the amount taxable exceeds $15,000 
if the amount taxable exceeds $15,000 and does not exceed $25,000, 

(j) $8,660 plus 50% of the amount by which the amount taxable exceeds $25,000 
if the amount taxable exceeds $25,000 and does not exceed $40,000, 

(k) $16,160 plus 55% of the amount by which the amount taxable exceeds $40,000 
if the amount taxable exceeds $40,000 and does not exceed $60,000, 

(1) $27,160 plus 60% of the amount by which the amount taxable exceeds $60,000 
if the amount taxable exceeds $60,000 and does not exceed $90,000, 

(m) $45,160 plus 65% of the amount by which the amount taxable exceeds $90,000 
if the amount taxable exceeds $90,000 and does not exceed $125,000, 
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(n) $67,910 plus 70% of the amount by which the amount taxable exceeds $125,000 

if the amount taxable exceeds $125,000 and does not exceed $225,000, 

(0) $137,910 plus 75% of the amount by which the amount taxable exceeds $225,000 

if the amount taxable exceeds $225,000 and does not exceed $400,000, 

(p) $269,160 plus 80% of the amount by which the amount taxable exceeds $400,000 

if the amount taxable exceeds $400,000. 
Section 31 (7A) of the Income Tax Act as at 31 Dec 1951 read as follows: 

(7A) Defence surtax. — There shall be added to the tax of each individual com- 
puted under the other provisions of this section for each year a defence surtax equal to 
20% of the tax computed under the other provisions of this section for the year. 
Subsection (7A) was added by sec. 8(2), Chap. 51, Statutes of 1951, applicable to the 
1951 and subsequent taxation years except that, for the 1951 taxation year, the rate of 
20% shall be read as 10%. 


A SOLUTION 
R 
INCOME TAX PAYABLE FOR THE YEAR 1951 
Note: In order to pay the minimum tax for 1951 and 1952 (and avoid having to pay tax 
on business profits for more than twelve months in the year 1951) R should elect 
under section 15(3) to pay tax on the profit for the three months ending 31 July 


1951 in the 1952 year. 
Income from business for the year ended 30 Apr 1951: 


NRC Boar oe eco ncaa asc tSowsacnhetsniins sevens Socss ned eeceseeeunaaSe $ 30,500.00 
Se TT I ican xan snaps esaizzens rsesinycnics $ 7,200.00 
NEN eect ca caeoe enshunensk 18,000.00 
Pension plan payment re R .................... 1,080.00 
Life insurance premium ....................... 1,800.00 
CI AES sk. oo cisco eace pete ames 600.00 
———— 28,680.00 
59,180.00 
Capital cost allowance 
20% of (164,000 + 25,600) .....cccccccccecsseeccseeee 37,920.00 
21,260.00 


PREDFOCIRUION TECOLGOR | 5.5 0585insciesyosecsvecsincassasvvennsosens 25,600.00 


$ 46,860.00 


Salary 5 months at $500, R Co. Ltd. ......0.. 2,500.00 
Investment income 





UPMMR TINA TRNER TEDOMIRRD 8 058.055 Giscei ceed Caapebovsecathcescaninevenacceces 5,000.00 
INE st cs ee RE os eas Soe va Bi 15,000.00 
Se 20,000.00 
$ 69,360.00 
Exemptions 
NUNIT UII NS Ae, cavers acs nesuioacceen sabes 2,000.00 
Children — 2 eligible (see below) ...................0. 800.00 
Donations — lesser of 10% of $69,360 or $7,200 6,936.00 


9,736.00 


IIE I 05 enh oe ad hl ier ay $ 59,624.00 
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Income tax 
Taxable income ....... gcctiggin SG veseeee$ 59,624.00 
Tax on first . .... 40,000.00 $ 16,160.00 


Balance at 55% . ae a ress 19,624.00 10,793.20 


$ 26,953.20 
Surtax on investment income 
Investment income 5 betrincate ; 20,000.00 
Less donations .. paisa amis ... 6,936.00 
exemption ; bibs 2,800.00 9,736.00 


Tax, 4% of . sie palais 10,264.00 410.56 


$ 27,363.76 
Defence surtax — 10% : as ie Sd . 2,736.38 
Transfer from income of second child Be 150.00 


30,250.14 
Dividend credit 10% of $15,000 eens Se 1,500.00 


RNa REID = oorels Sivesig. (osc sidoo Bala eas Tape cose casd ae iijacesaiinsai ged RT OO 


EXAMINER’S COMMENTS 
There were three difficult points in the question (i) the depreciation adjustment, 
(ii) deferring three months’ income to 1952 and (iii) the notch provision for the 19 year 
old dependent. Candidates frequently missed as many as two of these three points. 
A fairly large minority either calculated depreciation on the wrong amount or con- 
fused the earnings of the dependents. 
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